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BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of Ohio 
Edison Company, The Cleveland Electric 
Illuminating Company and The Toledo 
Edison Companyfor Authority to Increase 
Rates for Distribution Service, Modify 
Certain Accounting Practices and for 
Tariff Approvals. 

Case No. 07-551-EL-AIR 
Case No. 07-552-EL-ATA 
Case No. 07-553-EL-AAM 
Case No. 07-554"EL-UNC 

Alan R. Schriber, Chairman 
Paul A. Centolella, Commissioner 
Ronda Hartman Fergus, Commissioner 
Valerie A. Lemmie, Commissioner 
Donald L. Mason, Commissioner 

To The Honorable Commission: 

In accordance with the provisions of R.C. Section 4909.19, the Commission's Staff has 
conducted its investigation in the above matter and hereby submits its findings in the 
v/ithin Staff Report. 

The Staff Report has been jointly prepared by the Commission's Utilities Department and 
Service Monitoring and Enforcement Department. 

In accordance with R.C. Section 4909.19, copies of the Staff Report have been filed with 
the Docketing Division of the Commission and served by certified mail upon the mayors of 
all affected municipalities and other public officials deemed representative of the service 
area affected by the application. A copy of said report has also been served upon the 
utility or its authorized representative. Interested parties are advised that written 
objections to any portion of the Staff Report must be filed within thirty (30) days of the date 
of the filing of said report after which time the Commission will promptly set this matter for 
public hearing. Written notice of the time, place, and date of such hearing will be served 
upon all parties to the proceeding. 

The Staff Report is intended to present for the Commission's consideration the results of 
the Staffs investigation. It does not purport to reflect the views of the Commission nor 
should any party to said proceeding consider the Commission as bound in any manner by 
the representations or recommendations set forth therein. The Staff Report, however, is 



legally cognizable evidence upon which the Commission may rely in reaching its decision 
in this matter. (See Lindsey v. Pub. Util. Comm., I l l Ohio St. 6 (1924) 

Respectfully submitted, 

Utilities Department 

MM^..-^ 
Steven R. Brennen 
Director 

Service Monitoring and Enforcement Department 

H)(gAjto£ W Q ^ ^ 
Doris McCarter 
Director 
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BACKGROUND 

The Applicant, The Cleveland Electric Illuminating Company (Company or CEI), was 
incorporated in Ohio on September 24, 1892, as The Cleveland General Electric 
Company, the present name was adopted on July 21, 1894, On April 29, 1986, an 
agreement was approved to merge with The Toledo Edison Company, forming the 
Centerior Energy Corporation. In 1997, Centerior Energy Corp. merged with Ohio 
Edison Company and its subsidiary, Pennsylvania Power, to create the FirstEnergy 
Corp. (FE), headquartered in Akron, Ohio. 

The Applicant is a public utility and an electric light Company providing retail distribution 
services to approximately 762,000 customers in northeastern Ohio, including Greater 
Cleveland, extending about 100 miles along the south shore of Lake Erie, west from the 
Ohio-Pennsylvania border. The Applicant's service territory includes communities 
primarily in the counties of Cuyahoga, Lake, Geauga, Ashtabula, and Lorain, with minor 
service in four other contiguous counties. 

The Applicant's current distribution rates were part of the bundled rates established in 
its last base rate proceeding. Case No. 95-300-EL-AIR. The Applicant's operation as a 
vertically integrated utility encompassing generation, transmission, and distribution 
functions was the basis for the bundled rates. 

On June 22, 1999, the Ohio General Assembly passed Amended Substitute Senate Bill 
No. 3 of the 123'"'' General Assembly (S.B. 3). Senate Bill 3 restructured the electric 
utility industry and provided for electric utilities to file a transition plan that included 
unbundling electricity rates into generation, transmission, and distribution components. 
Senate Bill 3 further provided for a Market Development Period (MDP), January 1, 2001 
through December 31, 2005, to allow a competitive market to develop for the generation 
function. Unbundled distribution rates were to remain unchanged during the MDP. The 
Governor signed the legislation on July 6, 1999 and it became effective on October 5, 
1999. 

In accordance with S. B. 3, the Commission issued an opinion and order on July 19, 
2000, approving and modifying the stipulation and recommendation with regard to the 
Applicant's electric transition plan. Case No. 99-1212-EL-ETP. The Commission 
authorized base electric distribution rates, as unbundled, to remain frozen beyond the 
MDP through December 31, 2007. 

The Commission, by its Entry in Case No. 03-1461-EL-UNC, encouraged the Applicant 
to develop plans which balanced rate certainty, financial stability for the distribution 
utility and further the development of the competitive market. On October 21, 2003, the 
Applicant filed a Rate Stabilization Plan (RSP) in Case No. 03-2144-EL-ATA in 
response to the Commission's request. Under the RSP, distribution rates were to 
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remain frozen through December 31, 2007, except for revenues to recover costs related 
to changes in laws, environmental compliance, taxes, emergencies and reliability. 

On September 9, 2005, the Applicant filed a Rate Certainty Plan (RCP) in Case No. 05-
1125-EL-UNC, et seq. The rate-certainty plan, among other things, intended to 
maintain level distribution rates for 2006 through 2008. 

On May 8, 2007, the Applicant filed a notice of intent to file an application to increase 
rates for electric distribution service in its entire service territory. The Applicant 
requested that its test period begin March 1, 2007, and end February 29, 2008, and that 
the date certain be May, 31, 2007. The Commission approved the Applicant's 
requested test year and date certain by its entry of May 30, 2007. 

On June 7, 2007, the Applicant filed an application to increase distribution rates. By 
entry dated August 1, 2007, the Commission ordered that the application be accepted 
as of June 7, 2007. 

The rates proposed by the Applicant for increase, when applied to test year sales 
volumes, would generate $108,598,923 of additional base distribution revenues or an 
increase of 24.59% 
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OPERATING INCOME AND RATE BASE 

SCOPE OF INVESTIGATION 

The scope of the investigation was designed to determine if the Applicant's filed exhibits 
concerning operating income, rate base and other data are reasonable for ratemaking 
purposes, and if the financial and statistical records supporting the data can be relied 
upon. The Staff interviewed Applicant's key management personnel and reviewed both 
internal and published financial reports to assure understanding of the Applicant's 
operation and organization. The Staffs investigation of test year operating income and 
date certain rate base included a review of the Applicant's budget and forecasting 
techniques, verification of the operating revenue computation, and an examination of 
the Applicant's continuing property records. In addition, the existence and the used and 
useful nature of the assets were verified through physical inspections. Other 
independent analyses were performed as the Staff considered necessary under the 
circumstances. 

The Staff reviewed and analyzed the Applicant's proposed adjustments to operating 
income and rate base and traced them to supporting work papers and to source data. 
As a result of its review and analysis, the Staff accepted some of the proposed 
adjustments as appropriate, changed some proposed adjustments using alternative 
approaches, and proposed new adjustments as required to make the test year 
operating income and date certain rate base consistent with sound regulatory 
accounting practices, more representative of normal operations and appropriate for 
ratemaking purposes. 

The purpose of the Staffs investigation was to develop financial data for ratemaking 
purposes; it was not intended to provide a basis for expressing an opinion on the 
financial statements of the Company as a whole. The following sections of this report 
summarize the results of the Staff investigation which it believes are relevant to the 
determination of test year operating income and rate base. 
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REVENUE REQUIREMENTS 

The Staff's recommended revenue increase range is detailed on Staffs Schedule A-1 

RATE BASE 

The rate base represents the Applicant's net investment in plant, materials and supplies, 
and other assets as of the date certain, May 31, 2007, which were used and useful in 
providing electric distribution utility service to its customers and upon which its investors 
are entitled to the opportunity to receive a fair and reasonable rate of return. 

The Staffs analysis of the rate base is divided into Plant in Service, Depreciation 
Reserve, Construction Work in Progress, Working Capital, and Other Rate Base Items. 
A comparison of the rate base submitted by the Applicant and that which is 
recommended by the Staff is shown on Schedule B-1. Schedules B-2 through B-6 
provide additional support for the Staffs findings. 

Plant In Service 

The plant in service, as presented by the Applicant, is the surviving original cost of the 
distribution, sub-transmission, and general plant that is used and useful in providing 
electric service to its distribution customers. The Staff reviewed and tested the 
Applicant's plant accounting system to ascertain if the information in the Applicant's 
plant ledgers and supporting continuing property records (CPR) represent a reliable 
source of original cost data. The testing included a sample selection of plant additions, 
retirements and transfers since the prior base rate case. Plant additions as well as 
various items from the CPR were selected for on-site inspections for complete 
verification of existence and their used and usefulness. The Staff determined that there 
were no significant discrepancies and that the Applicant's plant accounting system 
represented a reliable source of original cost data. 

During the Staffs investigation. The Cleveland Electric Illuminating Company 
discovered certain records were inadvertently destroyed. The Company has taken 
steps to ensure records are in compliance with the Ohio Administrative Code Section 
4901:1-9-06. The premature destruction or loss of records did not hinder the Staffs 
investigation and a complete list of the missing records was provided to the Staff in a 
letter to the Director of the Utilities Department. 

As a result of its investigation, the Staff recommends certain adjustments be made to 
the Applicant's date certain plant investment for ratemaking purposes. These 
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adjustments are identified below and summarized on Schedule B-2.2 and reflected on 
Schedule B-2.1. 

Transmission Land Plant Adjustment 

In Case No. 99-1212-EL-AlR, the Commission adopted the FERC seven factor 
test set forth in Order No. 888, for the purpose of classifying transmission and 
distribution facilities to be transferred to American Transmission System 
Incorporated (ATSI). The FirstEnergy operating companies continue to own al! 
land, easements, franchises, and other rights associated with the transmission 
facilities leased by ATSI from the FirstEnergy operating companies pursuant to a 
Ground Lease. The Staffs investigation has detemriined that the Ground Lease 
has not been renegotiated since the original agreement effective September 1, 
2000. Staff is of the opinion that the revenue received from ATSI does not 
support the revenue required on the land investment. Therefore, the Staff has 
excluded all Transmission land in Account 350 as shown on Schedule B-2.3. 
The Staff also excluded all revenues associated with the Ground Lease as 
shown on Staffs Schedule C-3.2. This adjustment to land is shown on 
Schedule B-2.2a. 

Transportation Equipment and Power Operated Equipment 

The Staff adjusted accounts 392 and 396 to exclude vehicles that either should 
have been retired or are no longer part of the distribution Company. This 
adjustment is shown on Schedule B-2.2b. 

Reclassification of Transportation Equipment and Power Operated 
Equipment 

During its investigation, the Staff discovered that some vehicles and some power 
operated equipment had been transferred between Ohio Edison, CEI and Toledo 
Edison but not reflected in the companies' plant accounting systems. This 
adjustment recognizes the reclassification of these items to the appropriate 
operating companies and is shown on Schedule B-2.2c. 

General Plant 

As a result of discrepancies associated with the Applicant's General Office 
Transportation Plant Account, the Staff determined further analysis of all General 
Office assets was necessary. At the time of the writing of this Staff Report, the 
Staff requested additional documentation to assure Staff of the proper 
classification of all General Office plant accounts. The Staffs review is still in 
progress and the results of this review will be provided prior to making a final 
determination of the appropriate level of plant in service for purposes of this 
proceeding. 
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Depreciation 

Depreciation is the process which distributes the original cost of depreciable assets, 
adjusted for net salvage, over the normal life of the property in a systematic and rational 
manner. The Staffs investigation of depreciation is segregated into two areas: 
Depreciation Reserve, and Depreciation Accrual Rate and the corresponding 
Depreciation Expense. Each of these is discussed in detail in the following sections. 

Depreciation Reserve 

The Applicant maintains depreciation reserve, by account, on a total Company 
basis. In order to determine if the Applicant's booked reserve for depreciation is 
proper and adequate, the Staff generally finds it useful to compare the book 
reserve with a calculated theoretical reserve, as a guide to whether past accrual 
rate calculations have been appropriate. The Staff compared the Applicant's 
booked reserve level with a calculated theoretical reserve, based on the Staffs 
recommended accrual rates and May 31, 2007 plant balances. The Staff 
determined that the overall booked reserve is in close agreement with the 
theoretical reserve calculation. Therefore, it is the Staffs opinion that the actual 
jurisdictional reserve for depreciation, as adjusted by the Staff on Schedule B-3, 
is proper and adequate and should be used for purposes of this proceeding. The 
Staff adjusted the Applicant's depreciation reserve to exclude reserve associated 
with the adjustments discussed in the Plant in Service section. These 
adjustments are summarized on Schedule B-3.1. 

Depreciation Accrual Rates and Depreciation Expense 

The Applicant's current depreciation accrual rates were prescribed by this 
Commission in Case No. 95-300-EL-AIR. 

The Applicant filed a depreciation study for its electric plant. The Applicant's 
accrual rates, for most electric accounts, were, developed using the straight line 
whole life method. With exception, the Accounts 370 and 371, Meters and 
Installation on Customer Premises, were developed using the straight line 
remaining life method. 

The Staff conducted an independent depreciation study utilizing actuarial 
methods and judgment to develop its accrual rate parameters and based its 
accrual rates on the straight line whole life method. The Staff recommended 
accrual rates are shown on Schedule B-3.2a. The Staff recommends that the 
Applicant be ordered to use the accrual rates shown on Schedule B-3,2a for 
book depreciation purposes, effective concurrently with customer rates from this 
proceeding. 

6 
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The Staffs calculation of depreciation expense based on the adjusted 
jurisdictional plant in service balances at date certain and the accrual rates 
discussed above, is shown on Schedule B-3.2. 

Also included in the depreciation expense on Schedule B-3.2 is the Staffs 
calculation of depreciation on the gross-up of the net of tax AFUDC created as a 
result of implementing SFAS No. 109. The Staff recalculated the SFAS No. 109 
accrual rate to reflect a composite based on the Staffs recommended accrual 
rates as opposed to the Applicant's proposed accrual rates. 

Construction Work In Progress (CWIP) 

The Applicant did not request an allowance for CWIP in its filing and the Staff, as shown 
on Schedule B-4, did not recommend an allowance. 

Working Capital 

Working Capital has been generally defined as,the, average amount of capital provided 
by investors in the Company, over and above the investment in plant and other 
specifically identified rate base items, to bridge the gap between the time expenditures 
are required to provide service and the time collections are received for that service. As 
such, the objective of including a working capital allowance in rate base is to produce a 
total rate base that will result in allowing investors the opportunity to earn a fair return on 
all capital invested by them in utility operations. 

The Applicant conducted and submitted a lead/lag study in the current proceeding. The 
Staff performed a detailed review of the Applicant's sponsored study. The review 
included testing the mathematical accuracy of the study, tracing infomiation to source 
documents, and a detailed review including interviewing Applicant employees regarding 
the assumptions and methodologies used by the Applicant in its study. Based on its 
review, the Staff made certain adjustments to the Applicant's study to reflect the Staffs 
position and past Commission decisions. 

The Staffs working capital calculation is comprised of three different components. The 
calculation contains a revenue lag allowance component, an expense lag allowance 
component and an allowance for materials and supplies component. 

The Staff conducted a thorough review of the Applicant's revenue lag calculation. 
Based on that review, Staff agrees with the Applicant's calculated revenue lag of 27.5 
days. The Applicant's revenue lag of 27.5 days was determined by netting its electric 
and generation revenue lag days against the Applicant's revenue lead days associated 
with its Energy for Education program revenue. 
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The Staff also undertook a review of the Applicant's expense lag calculation. Based on 
its review and understanding of how the Applicant calculated its expense lag, Staff 
made certain adjustments to the Applicant's calculated expense lag days to reflect past 
Commission decisions relative to uncollectibles account expense, vacation pay and 
interest expense. Also, the Staff made some adjustments to the study related to 
purchase power expense, payroll, outside services employed other expenses Ohio 
property tax, Pennsylvania franchise tax, Ohio Sales use tax and Municipal tax 

The Staffs working capital allowance for materials and supplies is based on a thirteen-
month average balance ending February 29, 2008 for materials and supplies held for 
normal operating and repair purposes. 

Other Rate Base Items 

The Applicant's Other Rate Base Items are detailed on its Schedule B-6. Certain of 
Applicant's Other Rate Base Items are estimated beyond the date certain. The Staffs 
valuation of Other Rate Base Items is as of the date certain. Several items have been 
eliminated by Applicant utilizing zero percent allocation factors to the distribution 
operation. Also, the Applicant proposed adjustments to several of these balances. 
These adjustments are detailed on the Applicant's Schedules B-6.1A through B-6.IT. 

The Staff accepted some of the Applicant's adjustments, revised or corrected others. 
and proposed new adjustments. 

As a result of the August 29, 2007 Ohio Supreme Court ruling in Elyria Foundry Co. v. 
Pub. Util. Comm., 114 Ohio St.3d 305, 2007-Ohio 4164, the Applicant's Date Certain, 
Deferred Fuel, Regulatory Asset balance and the Applicant's Date Certain, 
Accumulated Deferred Income Taxes balance (associated with the Deferred Fuel 
Regulatory Asset above) was reduced to zero and excluded from Rate Base. The 
Staffs summary of these adjustments is presented on Schedule B-6 (line 9 and line 
110). 

The mechanism to recover certain increased fuel costs incurred during the 2006-2008 
timeframe is the subject of review in Case No. 07-1003-EI-ATA and Case No. 07-1004-
EL-AAM. This case is currently pending before the Commission. 

ALLOCATIONS 

The process of jurisdictional allocations for plant in service, depreciation reserve, and 
operating income has been drastically simplified by the corporate reorganizations 
undertaken subsequent to the legislation providing for industry restructuring. With only 

8 
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a few exceptions, the generation and transmission assets previously owned by the 
Company have been transferred to unregulated FirstEnergy affiliates. Therefore, most 
rate base and operating income accounts are either 100% jurisdictional or 100% non-
jurisdictional. For those accounts for which allocations are necessary (such as 
administrative and general expenses or balances for various employee benefits), 
allocation factors have been constructed as the weighted average of accounts which 
are themselves either 100% or 0% jurisdictional. 

The Staff reviewed the Applicant's working papers supporting the proposed allocation 
factors, the methods and the calculations used in their derivation, and the supporting 
source documents. The Staff is of the opinion that the allocation factors proposed by 
the Applicant are appropriate and reasonable for the purposes of this proceeding. 

OPERATING INCOME 

The Applicant's test year operating income combined three months of actual data for the 
period March 1, 2007, through Febnjary 29, 2008, with nine months of forecast data for 
the period June 1, 2007, through February 29, 2008. The Staff adjusted the Applicant's 
test year operating income as required to render it appropriate as a basis for setting 
rates. 

The Staffs proforma operating income is the Staffs adjusted test year operating income 
modified to reflect the Applicant's proposed increase in revenues and the associated 
increases in uncollectible accounts expense, commercial activities taxes, and federal 
income taxes. 

Schedules C-1 and C-2 present the Staffs determination of operating income. The 
calculations, methodologies, and rationale used to develop the Staffs adjusted 
proforma operating income are detailed on Schedules A-1.1, C-1.1, C-3.1 through C-
3.18. and C-4. 

Proforma Adjustments 

Schedule C-1.1 sets forth the Applicant's proposed increase in distribution operating 
revenues and affected expenses. The increase in revenues is the combined result of 
the increase in base revenues created by the Applicant's proposed tariffs and an 
Increase for bad check and reconnection charges. Further discussion of the Applicant's 
proposed revenue increases can be found in various other sections of this report. 
Associated increases in uncollectible accounts expense, commercial activities taxes, 
and federal income taxes are also summarized on this schedule. 
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Current Adjustments 

Base Revenue 

The Applicant and the Staff adjusted current base revenues to annualize test 
year sales volumes using the most recent rates granted by the Commission, 
weather normalized sales volumes, and customer growth. Moreover, the 
Applicant and Staff also adjusted current revenue by deducting other 
miscellaneous current revenues from Schedule E-4 (current). The Staff also 
adjusted the Applicant's Schedule E-4 current revenues by adding employee 
discounts back. Staff is of the opinion that this employee benefit should be 
reflected as an expense. Staffs adjustment is presented on Schedule 3.1. 

Labor Annualization 

The Applicant annualized test year labor expense to reflect estimated employee 
and wage levels expected for the end of the test year. The Applicant included in 
its labor expense estimate payroll costs including straight time labor, overtime 
labor, and incentive compensation. Also included are allocated costs for shared 
services provided by FirstEnergy Service Co. employees. 

The Staff annualized test year labor expense to reflect the average employee 
levels for the six month period ending with August 2007 for both CEI and FE 
Service Co. Wage rates for non bargaining employees include a 3.5% annual 
wage increase to be effective February 1, 2008. Wage rates for bargaining 
employees include a 3.5% annual wage increase effective May 1, 2007. Test 
year labor expense also includes incentive pay at 6% of straight time pay for 
bargaining employees and 12% of straight time pay for non bargaining 
employees. Test year labor also includes a three-year average expense for 
bonus pay and severance pay. The test year amount for employee discounts is 
also included in Staffs annualized test year labor expense. The Staffs 
adjustment is shown on Schedule C-3.2. 

Miscellaneous Expense 

The Staff adjusted test year operating expenses to exclude advertising costs 
associated with public relations and goodwill in Accounts 923, Outside Services 
Employed and 930.2, Advertising Expense as well as expenses associated with 
various sporting events and golf outings in Account 921. Office Supplies and 
Expenses. Applicant was able to provide the Staff actual expenditures for 
sporting events for the months of March through May; however, specific sporting 
events are not budgeted for individually, making it virtually impossible to 
determine the forecasted amounts for specific events. Therefore, the Applicant 
provided the actual expense amounts for the calendar year 2006 and stated that 

10 
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they would provide an accurate representation of test year expenses. Staff 
concurs and eliminated these identified costs from test year expenses. The 
Staffs adjustment is presented on Schedule 3.3. 

Depreciation Expense 

Depreciation expense is adjusted to reflect the Staffs recommended depreciable 
plant in service as of the date certain. This adjustment is presented on Schedule 
C-3.4 with the supporting calculations shown on Schedule B-3.2. Further 
discussion on depreciation can be found in the Rate Base Section of this report. 

Regulatory Assets Amortization 

The Applicant and the Staff proposed adjustments to test year operating 
expenses to reflect the amortization of deferred amounts associated with fuel, 
distribution reliability, transition taxes, line extensions, and demand side 
management. The Applicant estimated deferred balances for these items 
through the end of the rate stabilization period, December 31, 2008, and 
proposed to amortize the estimated deferred amounts. The Staff amortized the 
date certain balances of these items with the exception of deferred fuel. 

Consistent with the recommendation in the rate base section of this report, the 
Staff did not propose an amortization adjustment for deferred fuel in this 
proceeding as a result of the Ohio Supreme Court ruling in Elyria Foundry Co. v. 
Pub. Util. Comm., 114 Ohio St.3d 305, 2007-Ohio 4164. The Staffs adjustments 
are shown on Schedule C-3.5. 

Pension and Other Post-Retirement Employee Benefits (OPEB) Expense 

Both the Staff and the Applicant adjusted test year pension and OPEB expenses 
to eliminate the effect of financing and other non-service related expenses. The 
adjustment also adjusts for the difference between the test year budget expenses 
for pension and OPEB and the test year budget amounts for ongoing service 
costs of the operating Company. The Staffs adjustment can be found on 
Schedule C-3.6. 

Social and Service Club Dues 

Both the Staff and the Applicant adjusted test year operating expenses to 
eliminate social and service club dues. The Staffs adjustment is shown on 
Schedule C-3.7. 
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Federal, State, and Local Income Taxes 

The Staff computed test year federal income taxes to reflect the recommended 
adjustments to operating revenues and expenses. The Staffs federal income tax 
computation reflects inter-period interest allocation and the normalization of tax 
accelerated depreciation and other tax-to-book timing differences. The Staffs 
calculation of federal income taxes also includes an adjustment to the investment 
tax credit resulting from an updated estimation of that annual expense. 

Schedule C-3.8 shows the calculation of the federal income tax adjustment. 
Schedule C-4 shows the detailed calculation of federal income taxes. 

Reclassification of Assessments 

The Staff reclassified test year PUCO and OCC assessments from operation and 
maintenance expense to taxes other than income. The Staffs reclassification 
adjustment is shown on Schedule C-3.9. The Staffs calculation of PUCO and 
OCC assessments is shown on Schedule C-3,9. 

Taxes Other Than Income Taxes 

Taxes other than income taxes were adjusted to reflect the proper base and the 
latest known tax rates. For example, property taxes were computed by applying 
the latest known property tax rate to the property valuation at date certain, 
F.l.C.A. taxes were calculated based on test year adjusted payroll and so forth. 
Schedule C-3.10 provides a summary of the calculated taxes and the resultant 
tax adjustment. The supporting calculations are provided on Schedules C-3.10a 
through C-3.lOg. 
Vehicle Lease Costs 

The Staff and the Applicant adjusted the test year to annualize the increase in 
vehicle lease cost. The Staffs adjustment is shown on Schedule C-3.11. 

Uncollectible Expense 

The Applicant's test year uncollectable expense account is based on total 
Company revenues, such as generation, transition and transmission. Staff 
calculated the uncollectable expense using a ratio based on the jurisdictional 
operating revenue components and the total uncollectable expense provision. 
The Staffs adjustment is presented on Schedule C-3.12. 

Amortization Associated with Deferred Tax Balance True-up 

The Applicant conducted a preliminary study to determine the appropriate 
accumulated deferred income tax balances related to distribution property. The 

12 



FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Applicant proposes an amortization of the differential between booked balances 
and those determined through the study over the net plant balance average life 
remaining. The Applicant proposes 100% allocation factor of the amortization 
amounts. The Staff is investigating the calculation of the deferred income tax 
balances and waiting for final approved balances. In the meantime, the Staff has 
included the estimated amortization amounts in the revenue requirements until 
the final amounts have been determined. The Staff also utilized the accelerated 
vs. book deprecation jurisdictional allocation factor to allocate its adjustment as 
shown on Schedule C-3.13. 

Advertising Expense 

Both the Staff and the Applicant adjusted test year operating expenses to remove 
expenses related to promotional advertising. The Staffs adjustment is presented 
on Schedule C-3.14. 

Other Operating Revenue and Distribution Expense 

Both the Applicant and the Staff adjusted Account 451-Miscellaneous Service 
Revenue to reclassify revenue erroneously posted to an expense Account 583. 
The Staff also adjusted account 456-Other Electric Revenue, to remove the 
annual ATSI lease revenue for reasons detailed in the Staffs plant in service 
text. Staffs adjustments are shown on Schedule C-3.15. 

Reclassification of Interest on Customers' Deposits 

Consistent with the treatment of customers' deposits as an offset to the 
Applicant's rate base, the Staff reclassified the associated interest expense to 
operating expenses. The Staffs adjustment is on Schedule C-3.16. 

Rate Case Expense 

The Staff used the Applicant's estimated rate Case expense of $447,000 for this 
proceeding, for all three operating companies and the service Company. The 
Staff amortized the expense over a three-year period. The Staffs adjustment 
can be found on C-3.17. 

The Staff recommends that the Commission review the Applicant's revised 
estimate of rate case expense which should be submitted as a late filed exhibit 
before making a final determination of the appropriate level of rate case expense 
for use in this proceeding. 
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Forfeited Discounts Revenue 

The Staff adjusted test year forfeited discounts revenues to reflect the Staffs 
adjustment to operating revenues. Staffs adjustments are shown on Schedule 
C-3.18. 
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RATE OF RETURN 

The Staff believes that a rate of return in the range of 7.90% to 8.35% is fair and 
reasonable. The recommended rate of return was developed using a corporate 
consolidated cost of capital approach, which reflects a market-derived cost of equity, 
the Applicant's embedded cost of long-term debt and preferred stock, and the 
embedded capital structure. See Schedule D-1. 

Capital Structure 

The Applicant, Cleveland Electric Illuminating Company, is a wholly-owned subsidiary of 
First Energy Corporation which is a publicly traded, public utility holding Company. As a 
result, the Staff used First Energy Corporation's consolidated capital structure to 
estimate a rate of return for the Applicant. Substituting the parent Company's capital 
structure for the wholly owned subsidiary is legitimate as parent and subsidiary capital 
structures would be equivalent under a regimen of efficient capital budgeting, and 
capital costs could not be separated for each corporate entity. The Staff used the 
consolidated capital structure of the First Energy Corporation from Applicant's Schedule 
D-1A, in the rate of return determination. 

Cost of Long Term Debt 

The Staff employed the embedded cost of long term debt of First Energy Corporation, 
as of May 31, 2007. on a parent-consolidated basis, from Applicant's Schedule D-3A. 
In the calculation of the weighted cost of debt, the annual interest is divided by the 
carrying value. The debt calculation includes the effect of unamortized debt expense, 
unamortized discount or premium on sale, and unamortized gain or loss on 
reacquisition on both the interest cost and the carrying value. Staff utilized the 
embedded cost of long term debt of 6.22% on Schedule D-1. 

Cost of Common Equity 

The Staff considered a group of utilities which ̂  are representative of the industry for 
purposes of cost of equity estimation. This group consists of companies publicly traded 
on the New York Stock Exchange, and are categorized in the sectors of electric utilities, 
gas distribution utilities, and gas and electric utilities. These companies have market 
capitalizations of greater than $1.5 billion, and have Value Line betas of one or less. 
Applying further criteria enabled Staff to select the following comparable group of 
twenty-three: 
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Companv Name Ticker 
AGL Resources, Inc. 
Atmos Energy Corporation 
CenterPoint Energy, Inc. 
Consolidated Edison, Inc. 
Constellation Energy Group, Inc. 
DPL Inc 
DTE Energy Company 
Energen Corporation 
Entergy Corporation 
Exelon Corporation 
FirstEnergy Corporation 
FPL Group, Inc. 
MDU Resources Group, Inc. 
National Fuel Gas Company 
OGE Energy Corporation 
Piedmont Natural Gas Company, Inc. 
Pinnacle West Capital Corporation 
Public Service Enterprise Group Inc. 
Questar Corporation 
The Southern Company 
WGL Holdings, Inc. 
Wisconsin Energy Corporation 
Xcel Energy Inc. 

ATG 
ATO 
CNR 
ED 
CEG 
DPL 
DTE 
EGN 
ETR 
EXC 
FE 
FPL 
MDU 
NFG 
OGE 
PNY 
PNW 
PEG 
STR 
SO 
WGL 
WEC 
XEL 

Staff believes this group possesses risk characteristics roughly corresponding to that of 
the business function of providing distribution energy utility service to retail customers. 
The Staff has explicitly not considered any additional risk factors relating to provision of 
electric generation service, inasmuch as FirstEnergy's proposed auction plan is 
designed to relieve the Company of such risk. 

The Staff employed a cost of equity estimate for the comparable group companies that 
are the average of their capital asset pricing model (CAPM) and discounted cash flow 
(DCF) derived estimates. In calculating its CAPM cost of common equity estimate, the 
Staff employed the average of the Value Line betas, being .85 and the Ibbotson^ 
derived spread of arithmetic mean total returns between large Company stocks and 
long term government bonds ( i.e., "risk free return"; 6.5%). These were used in the 
CAPM formulation with the weighted average of 10 year and 30 year weekly closing 
Treasury yields for the period from September 18, 2006 through September 10, 2007. 

^ * Ibbotson Associates 2007 Yearbook: Stocks. Bonds. Bills and Inflation: Valuation 
Edition 
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The weighting was done in a manner that emphasized later quarters to a greater 
degree. The averaged 10 year yield is 4.76%. The averaged 30 year yield is 4.93%. 
These average to 4.85%. This was added to the product of the beta and the 6.5% 
spread, and resulted in a CAPM cost of equity estimate of 10.39%. See Schedule D-
1.3. 

In calculating its DCF cost of common equity estimate, for each comparable Company, 
the Staff employed the annual average stock price, the sum of the last four quarterly 
declared dividends, estimates of the expected rate of growth of earnings, and generic 
issuance costs related to the external equity finahcing. The stock price employed is the 
average weekly closing price for the period from September 18, 2006 through 
September 10, 2007. 

The DCF model assumes that earnings growth and dividends growth are the same. 
The Staff averaged earnings per share estimates from Reuters, Yahoo, MSN, and 
Value Line to get DCF growth estimates for each Company. See Schedule D-1.2. The 
Value Line average incorporates both the explicit long-range earnings estimate shown 
in the "box" and the implicit continuous growth rate calculated from the estimates of 
earnings per share. 

For the Staffs determination of DCF cost of equity, a non-constant DCF growth rate 
was assumed. Dividends were assumed to grow at a rate derived from financial 
analysts' growth estimates for the first five years. The Staffs DCF growth estimates 
were used for the first five years, as they are averages of estimates from various 
investor news services. From the twenty-fifth year on, the growth rate was assumed to 
equal the long-term growth rate in GNP. For the sixth through twenty-fourth years, 
dividends vary between the two rates in a linear fashion. The long-term growth rate in 
GNP was the average annual change in GNP from the U. S. Department of Commerce 
for 1929 through 2005. See Schedule D-1.4. 

Based on long-term GNP growth, the respective Company DCF growth estimate and 
dividend, a stream of annual dividends was calculated. The internal rate of return 
derived from the dividend stream and the stock price was used for Staffs non-constant 
growth DCF cost of equity estimate. 

The comparable group non-constant DCF cost of equity estimates average 10.29%. 
When averaged with the 10.39% CAPM estimate, the result is 10.34%. See Schedule 
D-1.2. Using a 100 basis point range of uncertainty, the cost of equity estimate 
becomes 9.84% to 10.84%. See Schedule D-1.1. To provide for this return, allowance 
must be made for issuance and other costs, as shown on Schedule D-1.1, resulting in 
an adjustment factor of 1.02288. Applying this factor to the baseline cost of common 
equity range, results in a recommendation of 10.06% to 11.09%. 

17 



FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

RATES AND TARIFFS 

By its application in Case No. 07-551-EL-AIR, et al, The Cleveland Electric Illuminating 
Company requests authority to modify its electric distribution service tariffs, schedules, 
rates and charges applicable to service under direct Commission jurisdiction. 

The Commission Staff has investigated the rates and tariffs matters proposed by the 
Applicant. The results of that investigation are herein reported. It is the intent of Staff to 
provide analysis with regard to the acceptability and reasonableness of the rules, 
regulations, terms, conditions, and revenue recovery mechanisms contained in the 
proposed tariffs. The proposals made by Staff may require adjustments based on the 
revenue authorized by the Commission in these proceedings. 

In its analyses. Staff utilizes various documents provided by the Applicant (the Notice of 
Intent To File of May 8, 2007; the Original Filing of June 7, 2007; the Update Filing of 
August 6, 2007; and the responses to data requests issued by Staff), as well as fomiai 
and informal discussions with various Company personnel. When applicable. Staff will 
identify the source documents utilized in its analyses. Because of the use of various 
source documents, some of the figures used in this section (e.g. current revenue, 
proposed revenue, increase requested) may not exactiy match the numbers used in 
determining the revenue requirement in other sections of this report. The Staff of the 
Rates and Tariff's Division has, however, utilized the documents to best-reflect the 
reasonableness of its recommendations. 

TARIFF ANALYSIS 

Electric Service Regulations 

In general, FirstEnergy has proposed to modify the Electric Service Regulations of the 
current tariffs of Ohio Edison, The Cleveland Electric Illuminating Company and The 
Toledo Edison Company so that they are consistent. To describe every individual 
proposed modification to each Company's tariffs would not be efficient. The following 
analysis is presented in the form of an "exception" report, including Staffs (of the Rates 
and Tariffs Division of the Utilities Department and the Investigation and Audit Division 
of the Service Monitoring and Enforcement Department) recommended "fix." Unless 
otherwise noted, Staff recommends approval of the other proposed provisions. 
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Section I - General Provisions 

The Applicant is proposing to delete the language that tells customers where they can 
inspect copies of the Electric Service Regulations and the Schedule of Rates. The 
Applicant's rationale for this proposed change is that tariffs are available in multiple 
locations. Staff is of the opinion that the Applicant should not delete this language, but 
should modify it to include the other locations and sources in which these tariffs are 
being made available. 

Section II ~ Applications and Contracts 

(E): This language was previously located in Section II A. The Applicant also 
modified this language to include a distinction between Same Day Connection 
and Re-Connection Charges. Although Staff agrees with this proposed change, 
the proposed language could be easier understood by customers if it read: 

"If the customer requests service for the same day on which the request has 
been made and the sen/ice is presentiy not connected, the Company will charge 
the customer the Same Day Connection Charge pursuant to the Company's 
Tariff Sheet 75, Miscellaneous Charges. This fee may be charged at the time of 
the request or charged with the customer's next monthly billing, at the 
Company's discretion, and only if the Company provides the service on the same 
date requested. (The Same Day Connection Charge does not apply to requests 
for reconnection after nonpayment v/hich is governed by Electric Service 
Regulations, Sheet 4, Section XI, Pai-agraph D)". 

Section III - Creditworthiness and Deposits 

(A): This section states that "customers are required to establish creditworthiness, 
which may include a deposit, as a condition to furnishing or continuing to furnish 
service". Staff believes that since customers are required to establish 
creditworthiness, this section should include language that either states all the 
options to establish credit or references the rule governing the establishment of 
credit. Staff recommends that this section should read: "Customers are required 
to establish creditworthiness in accordance with the provisions of 4901:1-10-14, 
0. A.C., which lists options for satisfying this requirement, which must be met as 
a condition to furnishing or continuing to furnish service". 

(B): This paragraph incorrectly cites Chapter 4901:1-17 of the Ohio Administrative 
Code (O.A.C.) as a reference on how interest will be paid on the deposit. The 
reference should be Chapter 4901:1-10-14 (J), O.A.C. 
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Section IV - Characteristics of Service 

(B): Staff recommends the word "level" be added. The proposed language shall read, 
"The Company designs its system so that under norma! operating conditions the 
sustained service voltage is within a range of plus or minus 10% of the normal 
voltage level for that service. (CEI only) 

Section V - Rate Schedule Alternatives 

(A): Staff recommends the last sentence in the paragraph be removed. The last 
sentence states. "No refund will be made representing the difference in charges 
under different rate schedules applicable to the same class of service". This tariff 
appears to violate the Commission ruling in White Plastics v. Columbus Soutfiern 
Power, Case No. 83-0650-EL-CSS. This case held that a Company may owe 
refunds to a customer for placing that customer on the wrong rate schedule if the 
customer makes an inquiry regarding its rates and the Company fails to properly 
investigate the customer's rate. 

Section VI - Billing and Paynnent 

(D): The Applicant is proposing to delete the current language "the Company's filed 
tariffs and its Standard Rules and Regulations, as are applicable to that 
customer, provided that such transfer of a final bill shall not be used to 
disconnect service to a residential Customer who is not responsible for such bill. 
This provision shall not be construed to permit disconnection of a residential 
account for an unpaid final bill at such a second location if the customer initiated 
another such account at least ninety (90) days prior to termination of service to 
the account for which the final bill was rendered." Staff recommends the 
Applicant should not delete this language. 

(I): This is new language being proposed by the Applicant. Staff feels this section 
would read clearer to customers if specific dates were being used instead of 
terms such as "billing portion 9 meter readings in mid-June". Staff is 
recommending the Applicant use specific dates in this proposed language. 

Section VII - Service Connections and Line Extensions 

The issue of cost recovery for line extensions was a significant issue in the electric 
transition plans. The issue was ultimately resolved via a series of Commission-
approved stipulations in Case No. 01-2708-EL-COI. For FirstEnergy, the cost recovery 
mechanism was a blend of up-front capital payments, periodic customer payments, and 
deferrals as regulatory assets. The stipulation was intended to be a "stop-gap" measure 
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to allow the Company a cost recovery mechanism during the time its distribution rates 
were frozen. 

In Case No. 07-551-EL-AIR, the Applicant proposes to continue only the up-front 
payments concept. It proposes the following: 

Residential: 
Standard Single Family $300 ($100 if geothermal) 
Non-standard Single Family $300 + 100% of the cost > $5000 
Multi Family Installation $100 per unit 

General Service 40% of the cost 
Transmission Installations 100% of the cost 

The distribution rate freeze ends with the outcome of this case. While Staff is not 
adverse to an up-front payment as one of the cost recovery mechanisms, it 
recommends a slightly different approach. Staff proposes the following: 

Standard Single Family $100 ($50 if geothermal) 
Non-Standard Single Family $200 + 100% of the cost > $5000 
Multi Family Installation $50 per unit 
General Service 40% of the cost 
Transmission Installations 60% of the cost 

Staff further recommends that for the non-standard single family costs exceeding 
$5000, the customer be offered a monthly extended payment option (including interest) 
of up to four years. 

Section VIII - Use of Service 

(D): This section would require customers who want parallel interconnection with the 
Company's distribution system to pay for a dedicated telephone line for an 
interval meter. To make this section consistent with the requirements of Rule 
4901:1-28 (C). Staff recommends that the following sentence be added stating 
that: "The requirement for a dedicated telephone line does not apply to service 
for net metering". 

Section IX - IVIeters, Transformers and Special Facilities 

(A): Staff recommends the proposed language "by the customer at his expense in 
accordance with the Company's standards" be replaced with "consistent with the 
Company's standards, by the customer at the customer's expense". 
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(B): Staff recommends the language "for any reason whatsoever" be removed. 

(C): The language in this paragraph which reads, "the period specified in Chapter 
4901:1-10 of the O.A.C.", would force the customer to look in a different place to 
determine the time period during which the customer is allowed one free meter 
test. Stafl" recommends that the above mentioned language be replaced with: "a 
36 month period". 

(F): Staff recommends the proposed language "in the sole discretion of the 
Company" be replaced with the current tariff language "subject to the approval of 
the Company". 

(G): This paragraph advises the customer of the Company's right to access a 
customer's premise. Staff believes this provision should also state the 
customer's right to request the employee to provide Company ID as required by 
Rule 4901:1-10-13, O.A.C. 

(G): The second paragraph concerns failure to grant access by a customer or 
landlord and states "If a customer or a landlord fails to grant access for reasons 
described above, and judicial redress is necessary to secure such access, . . .". 
Staff believes the term "judicial redress" should be changed to "court order", 
which Staff believes is easier for a custorner to understand. 

(G): The second sentence of this section's second paragraph concerns what the 
Company may collect if judicial redress is necessary and states "This would 
include, without limitation, any court costs and attorney's fees, which may be 
added to an account of the customer or if applicable, the landlord, and shall be 
due with the current charges on that account". The tariff as it currentiy reads, 
would allow the Company to charge court costs and attorney fees to the 
customer even if the Company was unsuccessful in litigation against the 
customer. Staff recommends that the Company only be allowed to add court 
costs and attorney fees to a customer or landlord's bill when a judicial officer 
awards the Company those costs and fees. Staff also recommends replacing the 
word "may" with the word "would" in the second sentence of the second 
paragraph. 

Section X - Customer's Wiring, Equipment and Special Services 

(A): Stafl" recommends that this paragraph cite the specific rule and not just the 
chapter regarding the requirement for inspection on a new service installation. 
Chapter 4901:1-10 is a very large chapter, which has no section titled 
"installation". These circumstances would m^ke it difficult for a customer to find 
the specific rule pertaining to this paragraph. Staff recommends that the words, 
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"Rule 4901:1-10-05 (E) replaces the words "Chapter 4901:1-10", in this 
paragraph. 

Section XL Collection of Past Due Bills and Disconnection of Service 

(B): Field Collection Charge - Staff recommends that the Company add language that 
will limit the number of times the Company, can assess this charge for a 
delinquent account. Staff recommends the following language be added: "The 
Company shall not charge this fee more than once prior to either collecting the 
delinquent amount or disconnecting the service". 

Tariff Structure 

As with the service regulations, FE has proposed to modify the structure of the 
distribution electric service schedules of Ohio Edison. The Cleveland Electric 
Illuminating Company and The Toledo Edison Company so that they are consistent. In 
doing so, the number of schedules has been reduced to eight: Residential (RS), 
General Service - Secondary (GS), General Service - Primary (GP), General Service -
Subtransmission (GSU), General Service - Transmission (GT), Street Lighting (STL), 
Traffic Lighting (TL) and Private Outdoor Lighting (POL). For example. CEI currently 
has twelve Residential Rate Sheets (or variations) in effect. In this application, that 
number has been reduced to one. The significant tariff structure modifications not only 
create occasional anomalous results to individual customers, but also create problems 
in Staffs traditional comparisons of "current" to "proposed." Those problems will be 
addressed in the applicable section of this report. 

The current tariff structure has evolved through the years as the individual components 
have been requested by the Company and approved as reasonable, at the time, by the 
Commission in various rate and tariff proceedings. In recent years Staff and the 
Applicant have had informal discussions regarding the need to reduce the number of 
schedules, simplify the rates and have a consistent tariff format for the three FE 
operating companies. The four proposed General Service schedules are voltage-based. 
Customers receiving like services should be facing the same charges and provisions. 
Therefore, as a whole. Staff finds that the proposed structure is a reasonable reflection 
of distribution-related costs and recommends the structure be approved. 
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REVENUE DISTRIBUTION AND RATE DESIGN ANALYSIS 

Rate and Revenue Guidelines 

General guidelines or objectives are followed in Staffs review of rate schedules and 
design. The applicable schedules should provide the utility the opportunity of 
recovering an authorized revenue. The various schedules should represent a 
reasonable distribution of revenue between and among the various customer groups. 
The particular schedules should be equitable and reasonable, should provide for 
customer understanding and continuity of rates, and should cause minimal customer 
impact. When employing these standards to develop and design rates, the results 
should be understandable to all the customers billed under the schedule. 

Rate design criteria are to be viewed as a package, in that they are interrelated. 
Although each item can be separately identified and applied to rate schedule 
determinations, no single standard is overriding in determining proper rate design. The 
rate schedules which comprise a particular utility's tariff should provide for recovery of 
expenses found proper in the course of a regulatory proceeding. If the rate schedule is 
designed on the basis of cost causation, it will provide for expense recovery in the long 
term, given changes in the customer consumption characteristics. Normally, and to the 
extent sufficient information is available, cost of service studies and related expense 
analyses are necessary to determine the appropriate level of revenue to be generated 
and the appropriate recovery of such revenue. 

The rate schedules should be designed to be equitable and reasonable to the 
customers served pursuant to their applicability. This criterion involves several 
considerations. The rate schedules should, to the extent practicable, be predicated 
upon the cost associated with a particular service rendered. Customers receiving like 
services should be facing the same charges and provisions. Also, differences in 
applicable charges should be representative of differences in costs. 

From a practicable rate design standpoint, absolute equality between costs and 
revenues may be difficult to achieve in the short term. While it may be viewed as 
equitable to set rates at cost, if there is a substantial divergence from the current rates, 
the resulting impact on individual customers may be viewed as unreasonable. While 
desiring cost supported charges, Staff considers such items as resulting typical 
customer billings and resulting revenue increases which would necessarily occur. 
These tests help provide benchmarks with regard to reasonableness of charges in rate 
forms. While it is the Staffs position that rate schedules refiect costs, it is also 
important to consider the continuity associated with current and proposed pricing 
structures. This may result in movement towards more closely aligning revenue with 
costs rather than an absolute match at a particular time period. 
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In summary, electric rates should: 
• Be predicated on costs 
• Be fair, equitable and reasonable 
• Provide for customer understanding 
• Cause minimal impact (sometimes called "gradualism") 
• Provide continuity in pricing structures 
• Provide the utility the opportunity to recover an authorized revenue by providing 

for the recovery of costs found proper in a regulatory proceeding 

To this list might be added: 
• Promote conservation 
• Promote energy efficiency 
• Promote economic development 
• Promote the energy policies of the State 

The preceding paragraphs in this section are "boilerplate." in that they are used, in one 
form or another, in all rate-related Staff Reports. The standards are true and they are 
important. Each of the standards has value. They are, however, subjective, and it is 
generally impossible to fully accomplish them all. Sometimes one standard (the most 
obvious being that the rates must provide the utility with the opportunity to recover its 
authorized revenue requirement) supersedes, to a degree, the others. Sometimes the 
standards are in conflict (e.g. in this application, the standard for cost-based rates and 
the standard for providing for customer understanding conflicts with the need to provide 
continuity in pricing structures). 

From discussions with the Company, and from the application and supporting 
testimony, it is apparent to Stafl̂  that the Applicant, in its proposal, has taken the 
standards into consideration. It is also apparent that, while this is a "distribution" rate 
case, the Applicant has placed an emphasis on the rate impacts, as proposed in the 
application, on "total" bills (including "generation" and "transmission" rates, and also 
including the impact of the elimination of the Regulatory Transition Charges). Staff does 
not find this to be an unreasonable approach; but, it does have its limitations, as will be 
later discussed. 
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Cost of Service Analysis 

Cost of service studies approximate the costs incurred by an Applicant in providing 
service and identifies the cause of the costs. These are determined by assigning the 
costs to the customer class relative to what each class imposes on the system. There 
are several steps involved, as listed below: 

• Functionalization: The separation of costs according to production, transmission 
or distribution function. 

• Classification: The separation of costs as being customer, demand or energy 
related. Customer costs are independent of customer usage characteristics and 
are costs which are associated with customer service connections to the system 
and vary with the number of customers served. Demand and capacity costs are 
those expenses which vary with the rate In which the service is used, such as the 
cost of meeting peak demand. Energy costs are the costs which vary according 
to the volume of energy consumed, or the customer's kilowatt-hour consumption. 

• Allocation: The last step is the allocation of costs to each customer class. This 
is determined by a combination of the number of customers, class demands, and 
energy usage. 

The Cost of Service Study filed by the Applicant is an embedded fully allocated cost of 
service study by rate class for the test period ended February 29, 2008. as adjusted. 
The Cost of Service Study first functionalizes items such as plant investment, operating 
expenses and taxes between the distribution function and to "all other." These costs 
are then classified as customer, demand or energy related. Next, those costs that have 
been determined to be distribution-related are allocated to the various customer 
classes. Finally, the Cost of Service Study calculates the revenue responsibility of each 
class required to generate the recommended rate of return. 

The Applicant further delineated distribution plant costs by sub-functionalizing assets 
through the identification and separation of primary and secondary voltages. The 
voltage peaks are based on the average of three summer coincident voltage peak 
months (June, July, August). The allocation factors were developed based on 
customer, energy and demand statistics for the test period. These costs were then 
classified as customer, energy or demand-related. 

Cost of service studies are subjective, especially the allocation of costs to customer 
classes. Staff admittedly, did not do a line-by-line review of each expense and rate-
base-related item. From its analysis, Staff concluded that the Applicant generally 
followed acceptable allocation guidelines (e.g. the National Association of Regulatory 
Commissioners Electric Utility Cost Allocation Manual). The cost of sen/ice study 
results are, of course, considered by Staff in developing its recommendations; but, by 
no means, are they the sole consideration. 
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Revenue Distribution 

The allocation of the authorized revenue requirement between and among the various 
customer classes is of obvious importance. Just as the rates, in total, must give the 
utility the ability to recover its authorized revenue requirement, so must the rates in a 
particular schedule give the utility the opportunity to recover the revenue authorized for 
that schedule. Traditionally, Staff presents tables which compare "current revenues," by 
class to "proposed revenues" (both Applicant-proposed and Staff-proposed), by class. 
As previously discussed, the Applicant has proposed (and the Staff has accepted) a 
significant tariff restructuring. Thus, the traditional presentation by Staff becomes 
somewhat convoluted. 

Therefore, Staffs analysis (including the current. Applicant-proposed and Staff 
proposed revenue distribution) is presented in Table 1. In this Table, the current 
revenues (tariff revenues only) are taken from the Applicant's cost of service study 
(Exhibit E-3.2) and the proposed revenues (less miscellaneous charges) are taken from 
the updated filing (Exhibit E-4, as supported by Exhibit E-4.1). While these revenues 
may not exactly match the current and proposed revenues In the application. Staff finds 
that they are appropriate for its analysis of the revenue distribution. It is also important 
to note that the Staffproposed revenue, in total, is designed to match the Applicant-
proposed revenue, in total. This is not a recommendation, in any way, that the 
Applicant's proposed revenue requirement be approved. It is done only for illustrative 
and comparison purposes. 

The Table refiects Staffs proposed modifications to the revenue distribution at the full 
proposed revenues. Adjustments have been recommended to the revenue assigned to 
the Residential Service schedule and the General Service - Secondary schedule to 
better reflect costs. 
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Table 1 

TABLE 1 
Proposed Schedules 

Rate Base 

NOI 

Current Rate of Return 

Current RoR Index 

NOILevelized 

Change in NOI 

Change in Current Rev 

C urrent Tariff Revenue 

Current Rev to Levelize 

Proposed Rev 

% Increase 

Applicant Proposed Rev 
Rev Disl 
App Proposed Increase 
Distnbutionof Prolncr 
App Proposed % Increase 

Staff Proposed Rev 
Rev Dist 
Staff Proposed Incr 
Dist of staff-proposed Incr 
Staff Proposed lncr% 

NOILevelized at8,6292% 
CurentNOI 
Change in NOI 
Change in Rev 
Levelized Proposed Rev 

Total 
Retail RS GS GP GSUB GT TL 

1,303,924 

47,091 

3.61% 

1.00 

47,091 

0 

0 

423.682 

423,682 

528.567 

24.76% 

528.567 
100,0% 
104,885 

100.00% 
24.76% 

528,567 
100.00% 
104,885 
100.00% 
24.76% 

112,518 
47,091 
65,427 

104,885 
528,667 

RS Residential 

606,536 

33,458 

5,52% 

1.53 

21.905 

-11,553 

-18,520 

224,090 

205.570 

248.249 

10.78% 

248,249 
47.0% 
24,159 
23.03% 
10.78% 

251,832 
47,64% 
27.742 
26.45% 
12.38% 

52.339 
33,458 
18.881 
30,268 

254,358 

516,157 

152 

0.03% 

0.01 

18.641 

18,489 

29.639 

130.910 

160,549 

210.650 

60.91% 

210.650 
39.9% 
79,740 

76.03% 
60.91% 

207,068 
39.18% 
76,158 

72.61% 
58.18% 

44,540 
152 

44,388 
71,158 

202,068 

GS Getieral Service Secondary 
GP General Service Primary 
GSUB General Service Subtransmission 
GT General Service Transmission 
TL Traffic Lighting 
SL Street Lighting 
POL Private Outdoor Lighting 

7.598 

407 

5.36% 

1.48 

274 

-133 

-213 

2,812 

2,599 

3,186 

13,30% 

3.186 
0.6% 

374 
0.36% 

13.30% 

3,186 
0.60% 

374 
0.36% 

13.30% 

656 
407 
249 
399 

3,211 

49.175 

4.541 

923% 

2.56 

1,776 

-2.765 

-4,433 

20.963 

16,530 

21,508 

2.60% 

21,508 
4.1% 

545 
0.52% 
2.60% 

21,508 
4.07% 

545 
0.52% 
2£0% 

4.243 
4.541 
-298 
-477 

20.486 

1,733 

178 

10.27% 

2.84 

63 

-115 

-185 

1,113 

928 

998 

-10.33% 

998 
0,2% 
-115 

-0.11% 
-10.33% 

996 
0.19% 

-115 
-0.11% 

-10.33% 

150 
178 
-28 
46 

1.067 

SL 

180 

19 

10.56% 

2.92 

7 

-12 

-20 

160 

140 

158 

-1.25% 

158 
0.0% 

-2 
0.00% 

-1.25% 

158 
0.03% 

-2 
0.00% 

-1.25% 

16 
19 
-3 
-6 

154 

. 
POL Contract 

37,546 

3.254 

8.67% 

2.40 

1,356 

-1.898 

-3.043 

16,982 

13,939 

16,946 

-0.21% 

16,946 
3.2% 

-36 
-0.03% 
-0.21% 

16.946 
3.21% 

-36 
-0.03% 
-0.21% 

3.240 
3,254 

-14 
-23 

16,959 

15,176 

2.617 

17.24% 

4.77 

548 

-2.069 

-3.317 

8.614 

5,297 

6.603 

-0.13% 

8,603 
1.6% 

-11 
-0.01% 
-0.13% 

8,603 
1.63% 

-11 
-0.01% 
-0.13% 

1.310 
2.617 

-1.307 
-2.096 
6.518 

69,823 

2.465 

3.53% 

0.98 

2.522 

57 

91 

18,038 

18,129 

18,268 

1.28% 

18.268 
3,5% 

230 
0.22% 
1.28% 

18.268 
3.46% 

230 
0.22% 
1.28% 

6.025 
2.465 
3,560 
5.707 

23.745 
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Staff Recommendation 

Applicant is proposing an increase in tariff-related base revenues of approximately 
$108,500,000. The analysis, however, is based on the inclusion of Deferred Fuel (per 
the Rate Certainty Plan, Case No. 05-7Q4-EL-ATA). The Supreme Court has remanded 
this issue to the Commission. Staff has made adjustments to its revenue distribution 
recommendations to reflect the exclusion of the deferred fuel component in Table 2. 

Table 2 

Fuel def RB 
NOI at 8.6292% 
Assoc Rev 

Tot 
93331 
8054 
12911 

RS 
30146 
2601 
4170 

GS 
37558 
3241 
5195 

GP 
1487 
128 
206 

GSUB 
11134 
961 
1540 

GT 
995 
86 
138 

TL SL POL Con 
158 762 362 10730 
14 66 31 926 
22 105 50 1484 

Prev Staff Rec Rev 528567 251832 207068 3186 21508 998 158 16946 8603 18268 

Adj Staff Rec Rev 515656 247662 201873 2980 19968 860 
Current Rev 423682 224090 130910 2812 20963 1113 
Increase 91974 23572 70963 168 -995 -253 
% Increase 21.71% 10.52% 54.21% 5.99% -4.75% -22.70% 

136 16841 8553 16784 
160 16982 8614 18038 
-24 -141 -61 -1254 

•14.91% -0.83% -0.71% -6.95% 

Adj Incr 91974 23572 70963 168 -995 -253 
Adj % of Incr 100.00 25.63% 77.15% 0.18% -1.08% -0.27% 

% 
Original Staff 100.00 26.45% 72.61% 0.36% 0.52% -0.11% 
pro % % 

-24 -141 -61 -1254 
•0.03% -0.15% -0.07% -1.36% 

0.00% -0.03% -0.01% 0.22% 

RS Residential 
GS General Service Secondary 
GP General Service Primary 
GSUB General Service Subtransmission 
GT General Service Transmission 
TL Traffic Lighting 
SL Street Lighting 
POL Private Outdoor Lighting 
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In the event that the deferred fuel component of this case is excluded and/or in the 
event the Commission authorizes revenues other than the requested revenue, Staff 
recommends that the increase in tariff-based revenues, to the extent possible, be 
distributed as follows. 

Distnbution of Tariff-Related Increases 

RS 
GS 
GP 
GSUB 
GT 
TL 
SL 
POL 
Contract 
Total 

Rate Design 

25.53% 
77.05 
0.18 
(1.10) 
(0.30) 
0.00 
0.00 
0.00 

n.36) 
100.00% 

Changes have been made in all proposed schedules for "clean-up" purposes (e.g. 
removing the RTC charges, changing the name of the "customer charge" to "service 
charge", removing generation charges from the distribution tariffs), for "clarity" purposes 
and for "consistency" among the three operating companies. Unless othenwise 
addressed in this section, Staff recommends approval of the changes as proposed. 

Residential Service Schedule- RS 

Applicant proposes to simplify the residential distribution rates from multiple schedules 
to one uniform tariff design. In doing so, the resulting bills of customers on certain 
schedules have been rather drastically impacted. To mollify this impact, the Applicant 
has proposed Rider RDC - Residential Distribution Credit. Staff recommends approval 
of the uniform tariff and the credit rider. 

Applicant is proposing a $4.00 service charge and a two-block energy charge. The 
second energy block (in excess of 500 kWh) is "inverted" (i.e. higher than the first 
block). 

Although traditional Staff analysis supports a higher fixed charge, FE has proposed a 
$4.00 service charge for each of the operating companies. Given the other complex 
issues in this case, Staff recommends approval at this time, but puts the industry on 
notice that, in future proceedings, a higher service charge will probably be supported by 
Staff to better represent the fixed costs of distribution rate schedules. 
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Staff, however, does not support or recommend the inverted energy block. The 
appropriate mechanism to promote conservation through rates is not the distribution 
component. Staff recommends a flat energy rate to best reflect costs. 

Applicant has also proposed a special metering provision offering a time-of-day meter 
option. Staff recommends approval. 

Multi-Family Dwellings: This term was not previously used in CEI's tariffs. This term 
states, "if the wiring is arranged so two or more families are served through one meter, 
the energy blocks as determined on a single-family basis shall be multiplied by the 
number of families served". Staff's concern is that in addition to a rate increase 
approved by this case, CEI's customers affected by this new term will see an additional 
rate change. Staff recommends that if a customer of CEI will see a change in rates due 
to this new definition, they should be notified of the change prior to or with the first 
billing. 

General Service Schedules - GS, GP, GSUB & GT 

Applicant proposes to simplify the general service distribution rates from multiple 
schedules to a voltage-based concept that better matches how the distribution system is 
designed and how customers physically take service. In doing so, the resulting bills of 
customers on certain schedules have been rather drastically impacted. To mollify this 
impact, the Applicant has proposed Rider BDC - Business Distribution Credit. Staff 
recommends approval of the uniform tariffs and the credit rider. 

For each schedule, Applicant is proposing a service charge and a capacity charge (and 
a reactive demand charge, if applicable) to reflect the infrastructure-based recovery of 
general service distribution charges. The GS schedule has a fixed charge for up to 5 
kW and a capacity charge for the remaining kW. Staff recommends approval of those 
structures. Also, for the GS schedule, the Applicant has proposed that for customers 
not having a demand meter and using over 1000 kVVh per month, "measured demand" 
shall equal the kWh used divided by 200. Customers using under 1000 kWh shall have 
a 5 kW billing demand. While the factor of "200" appears to be reasonable (27.4% load 
factor), Staff requests the Applicant to address the rationale supporting this calculation 
in its testimony filed with its objections to the staff report. 

While testimony and Schedule E-3 reflects a two-year minimum contract term for 
customers on Schedule GT, the tariff sheet in Schedule E-1 reflects only a one-year 
minimum. This sheet should be corrected. 

Applicant has also proposed a special metering provision offering a time-of-day or an 
interval meter option for the General Service schedules. Staff recommends approval. 
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Lighting Service Schedules - STL, TRF & POL 

The lighting distribution schedules have been modified for consistency and simplicity. 
The unmetered service usage figures for billing purposes have been standardized. 
Street Lighting Service (Rate STL) reflects three plans: (1) Company owned and 
maintained; (2) customer owned and maintained; and, (3) customer owned with limited 
Company maintenance. Plan (3) is not available for new installations. Staff 
recommends approval of the proposed tariff structures, unless otherwise noted. 

Rate POL indicates that it is available only for units in service as of December 31, 2008. 
Staff recommends that this provision be held in abeyance pending the outcome of Case 
No. 07-363-EL-ATA. 

There is also proposed language in Case No. 07-915-EL-ATA (regarding optional 
shielded light offerings), which is still under review, that will have an impact on the street 
lighting and private outdoor lighting schedules. Some of the language proposed In 
those schedules, in that case, also is related to the outcome of Case No. 07-363-EL-
ATA. Staff recommends that any language related to the withdrawal of Schedule POL 
for new customers not be included in the tariffs until Case No. 07-363-EL-ATA is 
resolved. 

Staff Recommended Rates 

For comparative purposes only, Staff recommends the following adjustments to the 
Applicant's proposed rates. Once again, this does reflect any recommendation as to 
the total revenue requirement recommended by Staff in other sections of this report. It 
is only intended to reflect any Staff- recommended changes to the rate design and/or 
revenue distribution (from Table 1) that the Applicant has proposed at the full amount it 
has requested in the application. Unless othenwise noted, Staff recommends approval 
of the Applicant's proposed rates. 

Residential; 

Applicant Proposed Staff Proposed: 

First 500 kWh $ 0.03270 ' All kWh: $.03593 

>500kWh 0.03889 

General Service: 

Applicant Proposed Capacity Charges: Staff Proposed: 

GS $ 9,164 $ 8.965 
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Miscellaneous Charges 

Staff, in general, supports cost-based miscellaneous charges. The customer who 
causes the cost should pay, to the extent practicable, the cost of the service provided. 
The Applicant has proposed miscellaneous charges that are consistent across the three 
operating companies. The results of Staffs investigation are as follows: 

FE 

1 
2 
3 

4 
5 

6 

7 

8 
9 

10 

Proposed Miscellaneous Charges 

Same Day Connection Charge 
Field Collection Charge 
Reconnection Charge 

Standard 
Premium 

Next day 
Same day 

Seasonal Reconnect 
Returned Payment Charge (including penalty) 
Unauthorized Use Investigation Charge 
(minimum) 
Meter Test Charge 

Level 1 
Level 2 

Applicant 

Proposed* 
$ 35 
$ 12 

$ 

$ 
$ 
$ 
$ 
$ 

$ 

Disconnect/Reconnect For Customer Work Charge 
Residential $ 
Non residential 

Temporary Service Drop Charge 
Meter Service Charge 

Replace with Interval Meter and Modem 
Replace with T-O-D Meter 
Company Installed Communication Link 
Site Visit 

Annual Escalator Adjustment 

$ 

$ 
$ 
$ 
$ 

35 

35 
60 
15 
15 

125 

55 

0 
cost 
200 

550 
105 

50/mo 
50 

CPI-U index 

CEI 
Support 

$ 35.58 
$ 12.37 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 

35.77 

35.77 
61.30 
15.84 
14.95 

51.80 
57.08 

OE 

Support J 
$ 34.58 
$ 11.26 

$ 32.04 

$ 32.04 
$ 54.92 
$ 15.84 
$ 14.95 

$ 51.79 
$ 57.08 

554.00 $554.00 
105.00 $105.00 

TE Staff 

Support Proposed 
$ 31.97 S 35 
$ 11,10 $ 12 

$ 

$ 
$ 
$ 
$ 

$ 
3 

31.25 

31.25 
51.87 
14.74 
14.95 

51.80 
67.08 

$ 554.00 
$ 105.00 

$ 

$ 
$ 
$ 
$ 

$ 

$ 

$ 

$ 
$ 

35 

35 
60 
15 
15 

55 

0 
cost 
200 

550 
105 

$ 50/mo 
$ 50 

NO 

# 3, Reconnection Charge: This paragraph concerns the cost to the customer who 
request reconnection of service on the same day and states that if payment is made 
"Before the time prescribed by Chapter 4901:1-18 of the Ohio Administrative Code then 
service would be connected by...". The Company should specify the times when the 
different reconnection charges apply, instead of referencing Chapter 4901:1-18 of the 
Ohio Administrative Code. Staff recommends the words, "time prescribed by Chapter 
4901:1-18 of the Ohio Administrative Code" be replaced with "before 12:30 pm." 

# 6, Meter Test Charge: This paragraph concerns the meter test charge and states "The 
first test within the period specified in Chapter 4901:1-10 Ohio Administrative code shall 
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be at no charge to the customer". The language which reads, "the period specified in 
Chapter 4901:1-10 of the O.A.C", would force the customer to look in a different place 
to find the time period during which the customer is allowed one free meter test. Staff 
recommends that the above mentioned language be replaced with: "a 36 month period". 

# 8, Temporary Service Drop Connection Charge: This paragraph concerns the charge 
for a temporary service drop connection charge and states, "When requested by a 
customer, the Company may provide a Temporary Service Drop Connection for a 
charge to the customer of $200". Staff recommends changing the word "may" back to 
"will", to reflect the fact that if the Company provides a temporary service drop, the 
charge to the customer will be $200. 

#10, Annual Escalator Adjustment: Staff strongly recommends that the Commission 
reject this proposed annual adjustment based on the Consumer Price index to certain 
miscellaneous charges. These costs do not need to be updated on a more frequent 
basis than a comprehensive rate proceeding. 

Staff Observation 

From a rates and tariffs standpoint, this is not your typical application to increase rates. 
The current distribution rates have been in place since the Applicant's last rate case in 
1995. At that time, they were embedded in a total rate and, later, were unbundled in the 
transition plans. This application, therefore, not only updates rates that have been in 
place for several years, but also modifies some of the oddities resulting from the 
unbundling process. In addition, the application significantly alters the current tariff 
structure, the current rate schedule structure and the current rate design. Staff 
recognizes the effort put into the application. Further, the Company has been extremely 
cooperative with Staff of Rates & Tariffs in not only providing data, but also providing it 
in a format requested by Staff. This was not an easy application to prepare, nor an 
easy one to analyze. 

Typical Bills 

In its filings. Applicant has presented a typical bill analysis. It has demonstrated the bill 
comparisons between the total bill a customer would pay on its current schedule and 
what it would pay (a) under the proposed schedule; (b) at the proposed rates, including 
the credit riders; (c) at the fully requested increase; (d) reflecting the elimination of the 
RTC; and, (e) reflecting "current" transmission and generation rates. 

Given the fact that, to most customers, the bottom line question is "how much is my bill 
going to go up (or down) as a result of this case," Staff believes the typical bill analysis 
by the Applicant is reasonable for comparison purposes. However, the analysis does 
make assumptions that may or may not match "reality." Obviously, the Commission 
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may not grant the proposed tariff restructuring and rate design and may approve a 
different revenue requirement. While Staff knows of no other method of reflecting what 
transmission and generation rates will be like in 2009, It is quite likely that they will not 
be the same as the current rates. 

While the typical bill analysis has some value as a tool for comparison, it has little or no 
value as to reflecting the final results of this case until the Commission determines the 
final revenue requirement, schedule structure and rate design. To that end, Staff 
recommends that the Commission require the Applicant to provide a typical bill analysis 
with tariffs to be filed in compliance with the Order In this case. 

Nevertheless, Staff has provided, as follows, a typical total bill analysis (in the same 
format and with the same assumptions as the Applicant's) to reflect its proposed single-
block rate structure for residential customers at the Staff-proposed increase (from Table 
1). The bills reflect a 30% reduction in RTC charges in May 2009. 
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Sheet 10 (Residential Schedule) (Summer) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

900 

1.000 

1,200 

1,500 

2,000 

2,200 

Current 
Bill 

$ 13.25 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

26.66 

40.07 

53.50 

66.92 

79.72 

92.53 

105.34 

118.15 

130.95 

156.55 

194.98 

258.99 

284.59 

Proposed 
Bill 

$ 11.42 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

23.74 

36.08 

48.41 

60.75 

72.25 

83.76 

95.27 

106.77 

118.28 

140.94 

174.98 

231.67 

254.25 

Dollar 
Increase 

($1.83) 

($2.92) 

($4.00) 

($5.09) 

($6.17) 

($7.47) 

($8.77) 

($10.07) 

($11.37) 

($12.68) 

($15.60) 

($20.00) 

($27.31) 

($30.34) 

Percent 
Increase 

-13.8% 

-11.0% 

-10.0% 

-9.5% 

-9.2% 

-9.4% 

-9.5% 

-9.6% 

-9.6% 

-9.7% 

-10.0% 

-10.3% 

-10.5% 

-10.7% 
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Sheet 10 (Residential Schedule) (Winter) 
Level 

of 
Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,200 

1,500 

2,000 

2,200 

Current 
Bill 

$ 11.16 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

22.43 

33.75 

45.02 

56.34 

67.03 

77.70 

88.40 

99.08 

109.78 

121.77 

139.80 

169.82 

181.82 

Proposed 
Bill 

$ 10.58 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

22.02 

33.52 

44.97 

56.46 

67.10 

77.75 

88.39 

99.03 

109.69 

126.85 

152.62 

$ 195.54 

$ 212.61 

Dollar 
Increase 

($0.58) 

($0.41) 

($0.22) 

($0.05) 

$ 0.12 

$ 0.07 

$ 0.05 

($0.01) 

($0.05) 

($0.09) 

$ 5.07 

$ 12.81 

$ 25.72 

$ 30.79 

Percent 
Increase 

-5.2% 

-1.8% 

-0.7% 

-0.1% 

0.2% 

0.1% 

0,1% 

0.0% 

-0.1% 

-0.1% 

4.2% 

9.2% 

15.1% 

16.9% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Sheet 10 (Residential Schedule - Opt. Load Mgmt. Rate) (Time-of-Day) (Summer) 

Level 
of 

Demand 
(KWH) 

5 

5 

5 

5 

5 

10 

10 

10 

10 

10 

15 

15 

15 

15 

20 

20 

20 

20 

Level 
of 

Usage 
(KWH) 

625 

730 

925 

1,100 

1,300 

1,250 

1,460 

1,850 

2,200 

2,600 

1,875 

2,190 

2,775 

3,300 

2,500 

2,920 

3,700 

4,400 

Current 
Bill 

$ 89.44 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

92.96 

99.44 

105.28 

111.94 

169.45 

176.46 

189.46 

201.12 

214.45 

249.50 

259.99 

279.50 

296.99 

329.52 

343.51 

369.51 

392.85 

Proposed 
Bill 

$ 75.14 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

83.19 

98.13 

111.39 

126.40 

146.61 

162.38 

191.64 

217.80 

247.60 

217.50 

241.04 

284.66 

323.80 

288.15 

319.45 

377.60 

429.80 

Dollar 
Increase 

($14.30) 

($9.77) 

($1.32) 

$ 6.11 

$ 14.45 

($22.84) 

($14.08) 

$ 2.17 

$ 16.68 

$ 33.15 

($32.00) 

($18.95) 

$ 5.16 

$ 26.80 

($41.37) 

($24.06) 

$ 8.09 

$ 36.95 

Percent 
Increase 

-16.0% 

-10.5% 

-1.3% 

5.8% 

12.9% 

-13.5% 

-8.0% 

1.1% 

8.3% 

15.5% 

-12.8% 

-7.3% 

1.8% 

9.0% 

-12.6% 

-7.0% 

2.2% 

9.4% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR. etal. 

Sheet 10 (Residential Schedule - Opt. Load Mgmt. Rate) (Time-of-Day) (Winter) 

Level Level 
of of 

Demand Usage Current Proposed Dollar Percent 
(KWH) (KWH) Bill Bill Increase Increase 

5 625 $ 76.20 $ 67.64 ($8.56) -11.2% 

5 730 $ 79.72 $ 73.90 ($5.81) -7.3% 

5 925 $ 86.20 $ 85.53 ($0.67) -0.8% 

5 1.100 $ 92.04 $ 95.81 $ 3.78 4.1% 

5 1,300 $ 98.70 $ 107.42 $ 8.72 8.8% 

10 1,250 $ 131.30 $ 118.40 ($ 12.90) -9.8% 

10 1,460 $ 138.30 $ 130.60 ($7.70) -5.6% 

10 1,850 $ 151.31 $ 153.23 $ 1.92 1.3% 

10 2,200 $ 162.97 $ 173.44 $ 10.47 6.4% 

10 2,600 $ 176.30 $ 196.44 $ 20.15 11.4% 

15 1,875 $ 168.81 $ 161.42 ($7.39) -4.4% 

15 2,190 $ 179.30 $ 179.60 $ 0.30 0.2% 

15 2,775 $ 198.81 $ 213.28 $ 14.47 7.3% 

15 3,300 $ 216.30 $ 243.49 $ 27.19 12.6% 

20 2,500 $ 206.35 $ 204.24 ($2.11) -1.0% 

20 2,920 $ 220.34 $ 228.40 $ 8.06 3.7% 

20 3,700 $ 246.34 $ 273.29 $ 26.95 10.9% 

20 4,400 $ 269.68 $ 313.59 $ 43.91 16.3% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Sheet 10 w/Sheet 11 (Residential Schedule w/ Add-on Heat Pump) 
(Summer) 

Level 
of 

Demand 
(KW) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Sheet 10 
Level 

of Sheet 10 
Usage Current 
(KWH) Bill 

200 $ 26.66 

300 $ 

400 $ 

500 $ 

600 $ 

700 $ 

40.07 

53.50 

66.92 

79.72 

92.53 

800 $ 105.34 

900 $ 118.15 

1,000 $ 130.95 

1,200 $ 156.55 

1.500 $ 194.98 

2,000 $ 258.99 

2,200 $ 284.59 

Sheet 11 
Level 

of Sheet 11 Total 
Usage Current Current 

(KWH) Bill Bill 
300 $ 35.50 $ 62.16 

300 $ 35.50 $ 75.57 

300 $ 35.50 $ 89.00 

300 $ 35.50 $ 102.42 

300 $ 35.50 $ 115.22 

300 $ 35.50 $ 128.03 

300 $ 35.50 $ 140.84 

300 $ 35.50 $ 153.65 

300 $ 35.50 $ 166.46 

300 $ 35.50 $ 192.05 

300 $ 35.50 $: 230.48 

300 $ 35.50 $ 294.49 

300 $ 35.50 $ 320.09 

Proposed Dollar Percentage 
Bill Increase increase 

$ 60.74 ($1.42) -5.3% 

$ 72.24 ($3.34) -8.3% 

$ 83.74 ($5.26) -9.8% 

$ 95.24 ($7.18) -10.7% 

$ 106.75 ($8.47) -10.6% 

$ 118.25 ($9.78) -10.6% 

$ 129.59 ($11.25) -10.7% 

$ 140.93 ($12.72) -10.8% 

$ 152.27 ($14.19) -10.8% 

$ 174.95 ($17.10) -10.9% 

$ 208.97 ($21.51) -11.0% 

$ 265.52 ($28.96) -11.2% 

$ 288.11 ($31.98) -11.2% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR. et al. 

heet 10 Wv 
Vinter) 

Level 
of 

Demand 
(KW) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

'Sheet 11 (F 

Sheet 10 
Level 

of 
Usage 
(KWH) 

200 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,200 

1,500 

2,000 

2.200 

^esl dential Schedule w/ Add-

Sheet 10 
Current 

Bill 
$ 22.43 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

33.75 

45.02 

56.34 

67.03 

77.70 

88.40 

99.08 

109.78 

121.77 

139.80 

169.82 

181.82 

Sheet 11 
Level 

of 
Usage 

(KWH) 
300 

300 

300 

300 

300 

300 

300 

300 

300 

300 

300 

300 

300 

-on f Heat Pun-

Sheet 11 
Current 

Bill 
$ 15.35 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

15.35 

IP) 

Total 
Current 

Bill 
$ 37.78 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

49.09 

60.36 

71.68 

82.37 

93.05 

103.75 

114.43 

125.13 

137.12 

155.15 

185.16 

197.17 

Proposed Dollar Percentage 
Bill Increase Increase 

$ 56.44$ 18.67 83.2% 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

65.39 $ 

74.33 $ 

83.28 $ 

92.22 $ 

101.17 $ 

108.05 $ 

114.94 $ 

121.82 

135.59 

156.24 $ 

190.53 $ 

204.20 $ 

16.29 

13.97 

11.60 

9.85 

8.12 

4.31 

0.61 

($3.31) 

($1.53) 

1.09 

5.36 

7.04 

48.3% 

31.0% 

20.6% 

14.7% 

10.5% 

4.9% 

0.5% 

-3.0% 

-1.3% 

0.8% 

3.2% 

3.9% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551 -EL-AIR. et al. 

Sheet 12 (Residential Water Heating Schedule) (Summer) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

200 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,100 

1,200 

1,500 

2,000 

2,500 

Current Proposed 
Bill Bill 

$ 26.49 $ 23.32 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

39.80 $ 

53.11 $ 

66.46 $ 

76.83 $ 

87.21 $ 

97.57 $ 

107.96 $ 

118.33 $ 

128.69 $ 

139.07 $ 

170.19 $ 

222.04 $ 

273.91 $ 

35.44 

47.53 

59.66 

70.03 

80.43 

90.81 

101.20 

111.58 

121,78 

132.01 

162.67 

213.76 

264.62 

Dollar 
Increase 

($3.17) 

($4.36) 

($5.58) 

($6.80) 

($6.80) 

($6.78) 

($6.77) 

($6.76) 

($6.75) 

($6.91) 

($7.06) 

($7.51) 

($8.29) 

($9.29) 

Percent 
Increase 

-12.0% 

-11.0% 

-10.5% 

-10.2% 

-8.8% 

-7.8% 

-6.9% 

-6.3% 

-5.7% 

-5.4% 

-5.1% 

-4.4% 

-3.7% 

-3.4% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 12 (Residential Water Heating Schedule) (Winter) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

200 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,100 

1.200 

1,500 

2,000 

2,500 

Current 
Bill 

$ 22.27 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

33.50 

44.71 

55.94 

64.10 

72.28 

80.45 

88.62 

96.81 

101.17 

105.51 

118.62 

140.41 

162.24 

Proposed 
Bill 

$ 21.66 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

32.97 

44.25 

55.56 

63.36 

71.20 

79.01 

86.84 

94.67 

100.84 

106.99 

125.53 

156.37 

187.00 

Dollar 
Increase 

($0.61) 

($0.52) 

($0.46) 

($0.38) 

($0.74) 

($1.07) 

($1.43) 

($1.78) 

($2.14) 

($0.33) 

$ 1.48 

$ 6.91 

$ 15.96 

$ 24.76 

Percent 
Increase 

-2.7% 

-1.6% 

-1.0% 

-0.7% 

-1.2% 

-1.5% 

-1.8% 

-2.0% 

-2.2% 

-0.3% 

1.4% 

5.8% 

11.4% 

15.3% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Sheet 12 (Residential Wtr. Htg. - Opt. Load Mgmt. Rate) (Time-of-Day) (Summer) 

Level 
of 

Demand 
(KWH) 

5 

5 

5 

5 

10 

10 

10 

10 

10 

20 

20 

20 

20 

Level 
of 

Usage 
(KWH) 

625 

725 

875 

913 

1,250 

1,450 

1,750 

1,825 

2,200 

2,500 

2,900 

3,500 

3,650 

Current 
Bill 

$ 85.93 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

89.23 

94.18 

95.45 

150.77 

157.40 

167.34 

169.79 

182.21 

280.41 

293.64 

313.48 

318.43 

Proposed 
Bill 

$ 72.64 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

80.25 

91.68 

94.55 

137.12 

152.06 

174.44 

180.02 

207.91 

264.62 

294.27 

338.74 

349.84 

Dollar 
Increase 

($13.29) 

($8.98) 

($2.51) 

($0.90) 

($13.65) 

($5.34) 

$ 7.11 

$ 10.23 

$ 25.70 

($15.79) 

$ 0.63 

$ 25.26 

$ 31.41 

Percent 
Increase 

-15.5% 

-10.1% 

-2.7% 

-0.9% 

-9.1% 

-3.4% 

4.2% 

6.0% 

14.1% 

-5.6% 

0.2% 

8.1% 

9.9% 

44 



FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Sheet 12 (Residential Wtr. Htg. - Opt. Load Mgmt. Rate) (Time-of-Day) (Winter) 

Level Level 
of of 

Demand Usage Current Proposed Dollar Percent 
(KWH) (KWH) Bill Bill Increase Increase 

5 625 $ 72.65 $ 65.34 ($7.31) -10.1% 

5 725 $ 75.96 $ 71.25 ($4.71) -6.2% 

5 875 $ 80.91 $ 80.13 ($0.78) -1.0% 

5 913 $ 82.17 $ 82.36 $ 0.18 0.2% 

10 1,250 $ 114.20 $ 110.08 ($4.13) -3.6% 

10 1,450 $ 120.83 $ 121.61 $ 0.78 0.6% 

10 1,750 $ 130.77 $ 138.89 $ 8.13 6.2% 

10 1,825 $ 133.22 $ 143.19 $ 9.97 7.5% 

10 2,200 $ 145.64 $ 164.71 $ 19.07 13.1% 

20 2,500 $ 168.74 $ 187.00 $ 18.26 10.8% 

20 2,900 $ 181.97 $ 209.85 $ 27.88 15.3% 

20 3,500 $ 201.81 $ 244.12 $ 42.31 21.0% 

20 3,650 $ 206.76 $ 252.67 $ 45.91 22.2% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 13 (Residential Space Heating Schedule) (Summer) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,200 

1,500 

2,000 

Current 
Bill 

$ 12.62 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

25.59 

38.55 

51.53 

64.50 

76.91 

89.30 

101.71 

114.11 

126.52 

151.30 

188.53 

250.54 

Proposed 
Bill 

$ 10.11 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

21.12 

32.14 

43.16 

54.18 

64.42 

74.68 

84.94 

95.19 

105.44 

125.61 

155.89 

206.34 

Dollar 
Increase 

($2.52) 

($4.47) 

($6.41) 

($8.37) 

($10.33) 

($12.48) 

($14.62) 

($16.77) 

($18.93) 

($21.07) 

($25.69) 

($32.64) 

($44.20) 

Percent 
Increase 

-19.9% 

-17.5% 

-16.6% 

-16.2% 

-16.0% 

-16.2% 

-16.4% 

-16.5% 

-16.6% 

-16.7% 

-17.0% 

-17.3% 

-17.6% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR. etal. 

Sheet 13 (Residential Space Heating Schedule) (Winter) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,200 

1,500 

2,000 

Current 
Bill 

$ 10.65 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

21.63 

32.64 

43.63 

54.64 

62.01 

69.42 

76.80 

84.21 

91.58 

100.67 

114.33 

137.04 

Proposed 
Bill 

$ 9.47 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

19.82 

30.21 

40.58 

50.96 

57.86 

64.80 

71.70 

78.63 

85.54 

97.18 

114.67 

143.78 

Dollar 
Increase 

($1.18) 

($1.81) 

($2.43) 

($3.05) 

($3.68) 

($4.15) 

($4.62) 

($5.10) 

($5.58) 

($6.05) 

($3.49) 

$ 0.34 

$ 6.73 

Percent 
Increase 

-11.1% 

-8.4% 

-7.4% 

-7.0% 

-6.7% 

-6.7% 

-6.7% 

-6.6% 

-6.6% 

-6.6% 

-3.5% 

0.3% 

4.9% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Sheet 13 (Residential Space Heating - Opt. Load Mgmt. Rate) (Time of Day) (Summer) 

Level 
of 

Demand 
(KWH) 

5 

5 

5 

5 

10 

10 

10 

10 

20 

20 

20 

Level 
of 

Usage 
(KWH) 

625 

750 

1,000 

1,250 

1,250 

1,500 

2,000 

2,500 

2,500 

3,000 

4,000 

Current 
Bill 

$ 86.22 

$ 90.66 

$ 99.54 

$ 108.44 

$ 163.76 

$ 172.66 

$ 190.44 

$ 207.99 

$ 318.56 

$ 336.13 

$ 371.22 

Proposed 
Bill 

$ 66.98 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

76.18 

94.59 

112.59 

130.67 

148.68 

184.69 

220.45 

256.56 

292.35 

363.87 

Dollar 
Increase 

($19.24) 

($14.48) 

($4.96) 

$ 4.15 

($33.09) 

($23.98) 

($5.75) 

$ 12.46 

($62.00) 

($43.78) 

($7.35) 

Percent 
Increase 

-22.3% 

-16.0% 

-5.0% 

3.8% 

-20.2% 

-13.9% 

-3.0% 

6.0% 

-19.5% 

-13.0% 

-2.0% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Sheet 13 (Residential Space Heating - Opt. Load Mgmt. Rate) (Time of Day) (Winter) 

Level 
of 

Demand 
(KWH) 

5 

5 

5 

5 

10 

10 

10 

10 

20 

20 

20 

Level 
of 

Usage 
(KWH) 

625 

750 

1,000 

1,250 

1,250 

1,500 

2,000 

2,500 

2,500 

3,000 

4,000 

Current 
Bill 

$ 70.11 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

74.55 

83.44 

92.33 

109.17 

118.07 

135.85 

153.40 

165.80 

183.37 

218.46 

Proposed 
Bill 

$ 59.62 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

66.69 

80.85 

94.60 

100.08 

113.84 

141.34 

168.60 

172.68 

199.97 

254.49 

Dollar 
Increase 

($10.49) 

($7.86) 

($2.59) 

$ 2.27 

($9.09) 

($4.23) 

$ 5.50 

$ 15.20 

$ 6.88 

$ 16.60 

$ 36.03 

Percent 
Increase 

-15.0% 

-10.5% 

-3.1% 

2.5% 

-8.3% 

-3.6% 

4.0% 

9.9% 

4.1% 

9.1% 

16.5% 
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FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR. et al. 

Sheet 14 (Residential Water and Space Heating Schedule) (Summer) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,200 

1,500 

2,000 

2,500 

3,000 

Current 
Bill 

$ 38.59 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

51.56 

64.57 

74.77 

84.99 

95.17 

105.41 

115.60 

135.99 

166.64 

217.66 

268.47 

319.26 

Proposed 
Bill 

$ 24.28 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

32.66 

41.06 

48.62 

56.20 

63.75 

71.33 

78.90 

93.69 

115.92 

152.94 

189.73 

226.51 

Dollar 
Increase 

($14.31) 

($18.90) 

($23.50) 

($26.15) 

($28.79) 

($31.43) 

($34.07) 

($36.70) 

($42.31) 

($50.72) 

($64.72) 

($78.75) 

($92.75) 

Percent 
Increase 

-37.1% 

-36.7% 

-36.4% 

-35.0% 

-33.9% 

-33.0% 

-32.3% 

-31.7% 

-31.1% 

-30.4% 

-29.7% 

-29.3% 

-29.1% 

50 
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Sheet 14 (Residential Water and Space Heating Schedule) (Winter) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

300 

400 

500 

600 

700 

800 

900 

1,000 

1,200 

1,500 

2,000 

2,500 

3,000 

Current 
Bill 

$ 32.64 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

43.65 

54.65 

62.78 

70.18 

77.56 

84.96 

92.35 

101.43 

115.09 

137.80 

160.33 

182.81 

Proposed 
Bill 

$ 23.74 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

31.96 

40.18 

45.84 

51.48 

57.08 

62.69 

68.32 

78.70 

94.31 

120.28 

146.04 

171.78 

Dollar 
Increase 

($8.90) 

($11.69) 

($14.47) 

($16.94) 

($18.70) 

($20.48) 

($22.27) 

($24.04) 

($22.74) 

($20.79) 

($17.52) 

($14.28) 

($11.02) 

Percent 
Increase 

-27.3% 

-26.8% 

-26.5% 

-27.0% 

-26.6% 

-26.4% 

-26.2% 

-26.0% 

-22.4% 

-18.1% 

-12,7% 

-8.9% 

-6.0% 
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Sheet 14 (Residential Space and Water Heating - Opt. Load Mgmt. Rate) (Time of Day) 
(Summer) 

Level 
of 

Demand 
(KWH) 

5 

5 

5 

5 

10 

10 

10 

10 

10 

15 

15 

15 

15 

15 

20 

20 

20 

20 

20 

Level 
of 

Usage 
(KWH) 

625 

750 

875 

1,000 

1,250 

1,500 

1,750 

2,000 

2,250 

1,875 

2,250 

2,625 

3,000 

3,375 

2,500 

3,000 

3,500 

4,000 

4,500 

Current Proposed 
Bill Bill 

$ 83.55 $ 50.51 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

87.99 $ 

92.45 $ 

96.89 $ 

147.34 $ 

156.25 $ 

165.14 $ 

174.03 $ 

182.81 $ 

211.14 $ 

224.36 $ 

237.53 $ 

250.69 $ 

263.87 $ 

274.70 $ 

292.26 $ 

309.81 $ 

327.37 $ 

344.93 $ 

59.23 

67.94 

76.67 

97.40 

114.44 

131.46 

148.48 

165.39 

143.68 

169.10 

194.45 

219.82 

245.18 

189.73 

223.54 

257.34 

291.16 

324.97 

Dollar 
Increase 

($33.04) 

($28.76) 

($24.51) 

($20.23) 

($49.94) 

($41.81) 

($33.68) 

($25.55) 

($17.42) 

($67.46) 

($55.26) 

($43.08) 

($30.87) 

($18.69) 

($84.98) 

($68.72) 

($52.47) 

($36.21) 

($19.96) 

Percent 
Increase 

-39.5% 

-32.7% 

-26.5% 

-20.9% 

-33.9% 

-26.8% 

-20.4% 

-14.7% 

-9.5% 

-31.9% 

-24.6% 

-18.1% 

-12.3% 

-7.1% 

-30.9% 

-23.5% 

-16.9% 

-11.1% 

-5.8% 
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Sheet 14 (Residential Space and Water Heating - Opt. Load Mgmt. Rate) (Time of Day) 
(Winter) 

Level 
of 

Demand 
(KWH) 

5 

5 

5 

5 

10 

10 

10 

10 

10 

15 

15 

15 

15 

15 

20 

20 

20 

20 

20 

Level 
of 

Usage 
(KWH) 

625 

750 

875 

1,000 

1,250 

1,500 

1,750 

2,000 

2,250 

1,875 

2,250 

2,625 

3,000 

3,375 

2,500 

3,000 

3,500 

4,000 

4,500 

Current 
Bill 

$ 70.86 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

75.30 

79.76 

84.20 

109.95 

118.86 

127.75 

136.63 

145.42 

138.36 

151.58 

164.75 

177.91 

191.09 

166.55 

184.12 

201.66 

219.23 

236.78 

Proposed 
Bill 

$ 47.26 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

53.84 

60.43 

67.03 

81.31 

94.10 

106.87 

119.64 

132.30 

113.79 

132.83 

151.81 

170.80 

189.78 

146.04 

171.36 

196.66 

221.98 

247.29 

Dollar 
Increase 

($23.61) 

($21.46) 

($19.33) 

($17.18) 

($28.64) 

($24.76) 

($20.89) 

($17.00) 

($13.12) 

($24.57) 

($18.76) 

($12.94) 

($7.11) 

($1.32) 

($20.51) 

($12.76) 

($5.00) 

$ 2.75 

$ 10.51 

Percent 
Increase 

-33.3% 

-28.5% 

-24.2% 

-20.4% 

-26.0% 

-20.8% 

-16.3% 

-12.4% 

-9.0% 

-17.8% 

-12.4% 

-7.9% 

-4.0% 

-0.7% 

-12.3% 

-6.9% 

-2.5% 

1.3% 

4.4% 
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Sheet 15 AH Electric Apartment (Summer) 

Level 
of 

Demand 
(KWH) ' 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

1,000 

1,500 

2,500 

Current 
Bill 

$ 12.60 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

25.49 

38.42 

50.81 

63.21 

75.60 

87.98 

100.33 

125.04 

186.86 

369.89 

Sheet 15 All Electric Apartment (Winter) 
0 100 $ 10.62 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

200 

300 

400 

500 

600 

700 

800 

1,000 

1,500 

2,500 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

21.58 

32.55 

36.61 

40.69 

44.76 

48.84 

52.91 

61.04 

81.40 

$ 169.90 

Proposed 
Bill 

$ 9.10 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

19.07 

29.07 

38.94 

48.83 

58.12 

67.36 

76.58 

95.01 

$ 140.32 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

290.34 

8.63 

18.16 

27.71 

35.62 

43.54 

49.17 

54.82 

60.45 

71.71 

99.06 

201.53 

Dollar 
increase 

($3.50) 

($6.43) 

($9.35) 

($11.87) 

($14.38) 

($17.48) 

($20.62) 

($23.75) 

($30.03) 

($46.53) 

($79.55) 

($1.99) 

($3.41) 

($4.84) 

($1.00) 

$ 2.85 

$ 4.41 

$ 5.98 

$ 7.54 

$ 10.66 

$ 17.66 

$ 31.63 

Percent 
increase 

-27.8% 

-25.2% 

-24.3% 

-23.4% 

-22.8% 

-23.1% 

-23.4% 

-23.7% 

-24.0% 

-24.9% 

-21.5% 

-18.8% 

-15.8% 

-14.9% 

-2.7% 

7.0% 

9.8% 

12.2% 

14.2% 

17.5% 

21.7% 

18.6% 
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Sheet 15 (All Electric Apartment Including Water Heating) (Summer) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

1,000 

1,500 

2,000 

2,500 

3,000 

Current 
Bill 

$ 12.59 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

25.50 

38.43 

48.59 

58.75 

68.90 

79.07 

89.23 

109.54 

160.35 

211.15 

296.78 

418.41 

Proposed 
Bill 

$ 8.79 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

18.47 

28.17 

37.29 

46.39 

54.93 

63.48 

72.01 

89.07 

130.95 

172.80 

241.02 

345.22 

Dollar 
Increase 

($3.80) 

($7.04) 

($10.26) 

($11.30) 

($12.36) 

($13.98) 

($15.59) 

($17.22) 

($20.47) 

($29.40) 

($38.34) 

($55.77) 

($73.19) 

Percent 
Increase 

-30.2% 

-27.6% 

-26.7% 

-23.3% 

-21.0% 

-20.3% 

-19.7% 

-19,3% 

-18.7% 

-18.3% 

-18.2% 

-18.8% 

-17.5% 
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Sheet 15 (All Electric Apartment Including Water Heating) (Winter) 

Level 
of 

Demand 
(KWH) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Level 
of 

Usage 
(KWH) 

100 

200 

300 

400 

500 

600 

700 

800 

1,000 

1,500 

2,000 

2,500 

3,000 

Current 
Bill 

$ 10.60 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

21.54 

32.51 

40.61 

48.72 

56.80 

60.89 

64.95 

73.08 

93.41 

113.77 

147.66 

202.18 

Proposed 
Bill 

$ 8.37 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

17.63 

26.93 

35.62 

44.31 

50.70 

56.29 

61.86 

72.99 

100.03 

127.08 

156.76 

190.71 

Dollar 
Increase 

($2.23) 

($3.90) 

($5.58) 

($5.00) 

($4.41) 

($6.11) 

($4.60) 

($3.10) 

($0.09) 

$ 6.62 

$ 13.31 

$ 9.10 

($11.48) 

Percent 
Increase 

-21.0% 

-18.1% 

-17.2% 

-12.3% 

-9.1% 

-10.7% 

-7.6% 

-4.8% 

-0.1% 

7.1% 

11.7% 

6.2% 

-5.7% 
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SERVICE MONITORING AND ENFORCEMENT DEPARTMENT 

The Service Monitoring and Enforcement Department (SMED), Facilities & Operations 
Field Division (FOFD), conducted various investigations (corporate office audits and 
PUCO field Staff site inspections) of the First Energy Service Company (FE), Cleveland 
Electric Illuminating Company (CEI) distribution system, administrative operations, and 
specific physical facilities. The purpose of the audits was to assess the compliance of 
(FE) CEI's programs to maintain system safety and service reliability with rule 4901:1-
10-27, Ohio Administrative Code (O.A.C), Inspection, Maintenance, Repair, and 
Replacement of Transmission and Distribution Facilities (Circuits and Equipment), and 
others. Rule 4901:1-10-27 (E)-(2)-(a), O.A.C. requires each electric utility to submit a 
plan for the inspection, maintenance, repair, and replacement of circuits and equipment, 
as stated in paragraph (E) (1) of the rule, for review and acceptance by SMED. This 
report also addresses compliance with rules 4901:1-10-04 (voltage), 05 (metering), 06 
(National Electric Safety Code), and 11 (distribution circuit performance). 

O.A.C. 4901:1-10-27 (D)(1) 
Scheduled Inspections: Circuits & Equipment 

Rule 4901:1-10-27 (D) (1), O.A.C. lists inspection requirements for distribution facilities 
(circuits and equipment) to maintain safe and reliable service on the following scheduled 
basis: 

(D) (1) Distribution - at least one-fifth of all distnbution circuits and eauioment 
shall be inspected annually. All distribution circuits and equipment shall 
be inspected at least once even/ five years. 

Staff conducted a baseline audit in 2005 and a follow-up audit in 2006. to determine 
how CEI implemented rule 27(D) (1). Specifically, Staff audited CEI's overhead 
distribution circuits & equipment inspection program to review various components of 
the distribution system: pole leaning or rotted; cross arm damage; transformer; down 
ground; insulators; conductor condition; conductor slack; twisted loops; guy wires; 
anchors; tree conditions; vehicular damage; and clearance. 

Staff conducted a total of forty-six (46) field inspections of CErs rule 27 (D) (1), O.A.C, 
overhead distribution circuits & equipment facilities from April, 2003 to March, 2007: six 
(6) circuits (conductor); three (3) recloser; nine (9) capacitor; and, twenty-eight (28) 
vegetation control maintenance practices. 

Findings 
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The audits and field inspections confirmed CEI's compliance with its inspection program 
and with its requirement to annually inspect at least one fifth of all distribution circuits 
and equipment. It was difficult to confirm CEI's compliance with the required 20% 
yearly 2004 inspection requirement due to CEI transitioning its records from the hard 
copy (spreadsheet) format to an electronic database (SAP) system that had not been 
fully deployed, leaving some inspections unaccounted for. Upon subsequent auditing 
Staff was able to confirm compliance for 2005. 

Recommendations 

As a result of the audits, Staff issued recommendations to CEI, requesting the Company 
have all circuit information incorporated into the SAP database and that CEI return all 
spreadsheets, denoting circuit inspection discrepancies and repair items recorded from 
the actual inspection form, to the central records location for filing with each circuit 
inspection folder. In addition, it was recommended that CEI establish minimum 
qualifications for their distribution line patrol inspectors. CEI instituted these changes 
and no further recommendations are needed at this time. 

O.A.C 4901:1-10-27 (D)(3) 
Scheduled Inspections: Substations 

Rule 4901:1-10-27 (D) (3), O. A. C, specifies the inspection frequency requirement for 
substations and equipment to maintain safe and reliable service: 

(D) (3) Substations - all transmission and distribution substation and eauioment 
shall be inspected at least once each month. 

Staff conducted baseline audits in 2004 of CEI's substation monthly inspection 
activities. Staff then conducted field verification audits for monthly substations 
inspections in 2005 for the Cleveland/NorthOHEast distribution substation region. 

Staff conducted thirteen (13) inspections of the rule 27 (D) (3), O.A.C. physical 
condition and security protection of CEI substation facilities from April 2003 to March 
2007. 
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Findings 

CEI's Substation Preferred Practices and Methods procedure manual contains the 
directions for performing substation inspections and maintenance. Staff conducted a 
random sample survey of CEI substations. Monthly inspections are performed by 
qualified inspectors and recorded electronically with a focus on major substation 
equipment. Staff also verified maintenance practices for transformers, including 
inspection frequency, types, methodology, and personnel. The 2006 audit visually 
verified substation monthly inspections by viewing a Company displayed database 
program and work papers. Transformer maintenance (major and minor) records were 
also reviewed. Staff found that the CEI records in this area were in order, that there 
were no discrepancies evident for the samples audited, and that the work had been 
performed by qualified electrician grade personnel. 

Recommendations 

No recommendations are requested at this time with respect to Substations. 

O.A.C 4901:1-10-27 (E)(1) (a) 
Distribution Inspection, Maintenance, Repair, and Replacement Programs 

Rule 4901:1-10-27 (E) (1) (a), 0. A. C requires each electric utility to: 

(E) (1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair, and replacement of its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Programs shall include, but are not limited to. the 
following facilities: 

(a) Poles and towers: 

Staff conducted initial baseline audits of CEI's program for distribution wood pole 
inspection & maintenance in 2004 with limited success. Further baseline audits were 
conducted of CEI in 2005. 

Findings 

Due to the method of record retention, Staffs assessment of CEI's adherence to the 
pole inspection and maintenance program could not be made on a CEI specific level. 
The 2005 Staff audits confirmed that CEI was not following a poles & tower program in 
accordance with rule 4901:1-10-27 (E) (1) (a), O.A-C, which requires companies to 
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perform an inspection, maintenance, repair, and replacement program for distribution 
poles. Rather, CEI was substituting the visual (only) inspection of distribution circuits 
and equipment at least once every five (5) years or 20% per year as required by the 
prior rule section (D) (1). FE conducts annual random sample inspections of its pole 
population. Its inspection consisted of a visual external examination accompanied, at 
times, with a hammer sounding to indicate voids in the pole interior. At the time of the 
audit, FE provided Staff data indicating the poles they had examined in the years 2001, 
2002, 2003, and 2004 among the 3 operating companies (including CEI) indicated that 
less than (<) 5% of the pole population was inspected. In addition, Staff believes that 
CEI's visual only and soundings inspections did not meet the requirements of rule 
4901:1-10-27 (E)(1) (a), O.A.C. 

In response to the Staff's audit findings, FE (responding for the three operating 
companies, including CEI), developed, and Staff approved, a new poles & tower 
program to commence in the third quarter of 2006 that would meet the requirements of 
rule 4901:1-10-27 (E) (1) (a), O.A.C. Staff conducted a follow up audit at CEI in the fall 
of 2006 which disclosed that CEI contract personnel had completed 95% of the 
scheduled pole inspections for 2006. 

Recommendations 

As the required 2006 program was being developed by the FE to resolve the 
noncompliance, Staff conducted numerous reviews of the proposed program and made 
constructive recommendations to finalize the plan in accordance with rule requirements, 
which CEI incorporated. To date, CEI is following its new program and therefore no 
further program recommendations are necessary at this time. 

0,A,C 4901:1-10-27 (E)(1)(b) 
Inspection, Maintenance, Repair, and Replacement: Conductors 

The O.A.C. requires each electric utility to: 

(1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment. These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Programs shall Include, but are not limited to. the 
following facilities: 

(b) Conductors: 

Staff conducted baseline and follow-up audits to determine how CEI implements the 
requirements of rule 4901:1-10-27 (E) (1) (b), O.A.C, for conductors. The audits 
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showed that the Company has existing programs and procedures in accordance with 
the rule. CEI utilizes rule 4901:1-10-27 (D) (1), O.A.C, [Overhead Distribution Circuits 
& Equipment Inspection Program] to implement conductor inspection and maintenance. 

Field Staff conducted six (6) inspections for rule 27 (E) (1) (b), O.A.C, for conductors 
from April 2003 to March 2007. 

Findings 

The findings were the same as the (D) (1) for distribution circuits & equipment portion 
above since CEI uses the same process for both. It was difficult to confirm CEI's 
compliance with a possible noncompliance for not meeting the required 20% yearly 
2004 inspection requirement due to the transitioning of records from a hard copy 
(spreadsheet) format to an electronic database system that had not been fully deployed 
throughout the CEI operating Company's territory, leaving some inspections 
unaccounted for. A subsequent data response showed compliance with the 20% rule 
27 (D) (1) for CEI. A 2006 follow-up disclosed CEI 20% rule 27 (D) (1) compliance as 
well. 

Recommendations 

The recommendations were the same as in the section above on (D) (1) for distribution 
circuits & equipment because CEI uses the same process for both inspections. As a 
result of the findings in the initial audit. Staff recommended that the FE (all three 
operating companies, including CEI), should have all circuit information incorporated 
into the electronic database. The later audit recommended CEI return all spreadsheets, 
denoting circuit inspection discrepancies and repair items recorded from the actual 
inspection form, to the central records location for filing with each circuit inspection 
folder. In addition, all FE (including CEI) should establish and implement minimum 
qualifications for their distribution line patrol inspectors. To date, CEI is following its new 
program and therefore no further recommendations are necessary at this time. 
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0,A-C, 4901:1-10-27 (E) (1) (c) 
Inspection, Maintenance, Repair, and Replacement: Pad-Mounted Transformers] 

The O.A.C requires each electric utility to: 

(E) (1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment. These proorams shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Programs shall include, but are not limited to, the 
following facilities: 

(̂ ) Pad-mounted transfonvers: 

Staff conducted statistical sample audits of CEI pad-mount transformer inspections 
(visual inspections to check the locking mechanism and integrity of the cabinet). StafTs 
baseline audit conducted in 2006 disclosed that CEI's circuit inspections also include 
pad-mounted transformers. In a verification audit conducted in 2006 Staff confirmed that 
CEI was monitoring circuits using a pad-mounted transformer inspection form which 
included criteria for: pad-mount identification; locking mechanism; bolt type; cabinet 
condition (rust); door hinges (condition); pad foundation; tank leakage; accessibility; and 
physical damage. 

Staff revisited the Company in 2007 and conducted a verification audit of CEI pad-
mounted transformer inspections. 

Field Staff conducted eight (8) inspections of rule 27 (E) (1) (c), O.A.C, for pad-
mounted transformers from April 2003 to March 2007. 

Findings 

Staff field inspections in the fall 2006 identified CEi's inspection forms did not reflect 
actual on-site conditions, as required by the pad-mounted transformer security 
inspection program as conducted by CEI. After discussion with Staff, FE senior 
management immediately initiated a Special Security Inspection Project (SSIP) to 
determine the extent of the problem by conducting quality control (QC) inspections in all 
three (3) FE Ohio operating companies. Almost immediately, it became apparent that 
the Ohio Edison Operating Company (OE) had the same types of probable non-
compliance(s) within its territory as CEI had. The third FE operating Company (Toledo 
Edison Company - TE) was not affected. 
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As part of the FE senior management's aggressive corrective action to rectify the non­
compliances, CEI agreed to completely re-inspect their entire pad-mounted transformer 
population for security issues by, 06/01/07. Additionally, as part of the remediation 
agreement, CEI was to: 

(1) Modify documentation (procedures for inspection checklists); 

(2) Match work distributed versus work completed; 

(3) Update mapping for more complete location records; and, 

(4) Retrain inspectors to properiy secure and inspect pad-mounted 
transformers. 

Staff conducted a follow-up audit in the summer 2007 to verify that CEI completed re-
inspection of their entire pad-mounted transformer population for security issues by the 
commitment date, 06/01/07. During the audit, CEI advised Staff that all pad-mounted 
transformers in CEI territory were re-inspected. 

Recommendations 

In 2006 Staff reviewed the CEI practices for QC. In response to a Staff data request, 
CEI affirmed that it was not conducting any random sampling for quality control for pad-
mounted transformer inspections. The practice had been to review completed 
inspection forms by CEI employees for completeness and to check for the inspector's 
signature prior to accepting and processing inspection data. 

Based upon the identified probable noncompliance(s) of 4901:1-10-27 (E) (1) (C), 
O.A.C, that occurred during the time that CEI was not conducting any random QC 
sampling to assure that pad mounted transformer inspections were being properly 
performed, Staff recommends that the Commission order CEI to: 

(1) Immediately institute a statistically valid random sample QC audit program 
for pad-mounted transformer inspections whereby trained personnel would 
re-inspect pad-mounted transformers previously inspected in order to 
verify the original inspection documents as a routine practice, not just for 
noncompliance corrective action. Records should be kept to verify the QC 
inspections; and. 
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(2) Use random (statistical valid sample) QC audits to examine other activities 
associated with supporting the pad mounted inspection process to assure 
accuracy: 

(A) Modify documentation (procedures for inspection checklists); 

(B) Match wori< distributed versus work completed; 

(C) Update mapping for more complete location records; and, 

(D) Retrain inspectors to properly secure and inspect pad-mounted 
Transformers. 

O.A,C. 4901:1-10-27 (E) (1) (d) and (e) 
Inspection, Maintenance, Repair, and Replacement: Line Reclosers/Capacitors 

The O.A.C. requires each electric utility to: 

(^)(V Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and eouloment. These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Programs shall include, but are not limited to, the 
following facilities: 

(d) Line reclosers: 

(e) Line capacitors: 

Staff conducted statistically valid sample audits of CEI's line recloser and line capacitor 
inspection programs. Line reclosers are visually inspected for any damage along with 
the counter reading on each device being recorded. Line capacitors get annual 
inspections divided into two primary parts; a visual inspection (for both fixed and 
switched banks) and an operational test (for switched banks only). Staff conducted 
baseline audits in the fall 2005 and eariy 2006 to determine the specific details of both 
programs. Maintenance Minimum Practices are used for each: line reclosers (Recloser 
Maintenance Practice - RMP) and line capacitors (Capacitor Maintenance Practice -
CMP). The RMP and CMP are corporate practices maintained by the Energy Delivery 
Operations Services Department of FE. 

As part of the new audit schedule for 2007-2008, Staff conducted a verification audit of 
CEI's line reclosers and line capacitors in 2007. 
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Staff conducted twelve (12) inspections for rule 27 (E) (1) (d) & (e), O.A.C., for line 
reclosers and line capacitors from April 2003 to March 2007, 

Findings 

The audits identified that CEI's practices were within the requirements of 4901:1-10-27 
(E) (1) (d) & (e), O.A.C for conducting visual and operational tests as required by the 
programs filed in the Company's 2005 and 2006 Rule 26 reports. Specifically, there 
was sufficient source documentation to demonstrate both tests were peri'ormed for each 
of the specific equipment for the years 2005 and 2006. 

However, Staff also reviewed CEI's QC practices to assure the 4901:1-10-27(E) (1) (d) 
& (e), O.A.C. requirements for line reclosers and line capacitors inspection are 
implemented correctly. Staff discovered that prior to Staffs finding this area did not 
meet the requirements of the line reclosers and line capacitors inspection program in 
another FE operating Company (Ohio Edison Company - OE), CEI did not perform any 
QC oversight practices (second level of verification of inspection results) to ensure 
quality control for inspection, maintenance, repair and replacement of reclosers or 
capacitors. Rather, CEI conducted programmatic reviews of inspection forms to assess 
whether they were filled out correctly, as was the case in pad-mounted transformers 
above. In CEI's case, these processes worked despite the lack of extra QC checks. 

Recommendations 

Staff recommends that the Commission order CEI to perform the same corrective and 
preventative practices as required of the other FE operating Company for line reclosers 
and line capacitors. Doing so would serve as an extra check and institute equidistant 
and uniform practices for all three FE operating companies: 

(1) Immediately initiate and continue to conduct an independent QC random 
(statistically valid sample) audit program of line recloser and line capacitor 
inspections. The program should include a review process with audit 
check points for both in process and completed work as a regular practice, 
not just for corrective action. Records should be kept to verify inspections 
were conducted; and. 
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(2) Assure QC random audits examine other associated activities that support 
the inspection process to assure accuracy of the inspection records: 

(A) Train CEI operations personnel involved in the administration, 
execution, and reporting of distribution inspection programs (line 
reclosers and line capacitors) on CEI's Preferred Practices (Recloser 
Maintenance Practice - RMP) and line capacitors (Capacitor 
Maintenance Practice - CMP) to assure understanding; cleariy 
communicate requirements, and define accountability; and, 

(B) Establish a process whereby the Manager of Engineering Services, 
the Directors of Operations Services & Support Services, and the 
Regional President will verify that the necessary actions have been 
taken to ensure compliance. 

O.A.C. 4901:1-10-27 (E) (1) (f) 
Inspection, Maintenance, Repair, and Replacement: Right-of-Way Vegetation 

The O.A.C requires each electric utility to: 

(E)(1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment. These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Programs shall include, but are not limited to. the 
following facilities: 

(e) Right-of-way vegetation control: 

In 2004, Staff conducted baseline audits to determine CEI's right-of-way vegetation 
control - distribution circuit program practices. The purpose of the audits was to check 
documentation of circuit work and that the chosen circuits had indeed been trimmed 
pursuant to CEI's stated (4-year cycle) program. In the fall of 2004 and 2005, Staff 
conducted audits of CEI to verify objective evidence of program activity for the 2004 
Annual Work Plan (schedule). 

As continued follow-up, in 2007, Staff initiated a desk audit of CEI's right-of-way 
vegetation control - distribution circuit practices (tree trimming). The purpose of the 
desk audit was to verify that records were available, as objective evidence, to confirm 
that the 4-year cycle vegetation management program had been adhered to by CEI 
using the years 2003 - 2006 as the sample 4-year cycle. CEI's rule 26 reports stated 
the 4-year cycles had been met. In response to Staffs initial data request CEI only 
provided a last maintained year (e.g., 2006) notation for tree trimming conducted on 
circuits during the years 2003 - 2006. In particular. CEI explained that, "If completion of 
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annual work carried into the following year (e.g., due to circumstances such as refusals, 
crew availability, etc.), the circuits "planned maintenance year" was not changed. 
Completed carry-over miles are counted in the originally scheduled year's total." 
Therefore, CEI did not provide the specific time periods (start date/end date) to show 
when the tree trimming process was actually conducted in each calendar year. 
Compounding Staff's concerns around verification of a 4-year cycle, CEI also explained 
that, "For the purposes of data retention, tree trimming records are maintained for one 
cycle or three years, whichever is the longer duration. In addition, the IVMS [Integrated 
Vegetation Management System] was implemented in 2003. As such, the records for 
2000, 2001, and 2002 are no longer available." 

As a result, it was difficult for Staff to determine the specific time periods (start date/end 
date) in which all applicable circuits were actually trimmed due to lack of objective 
evidence (records). Only the date when a circuit was scheduled to be trimmed or when 
partial work had begun on the circuit was available. Also, since records could no longer 
be produced going back a full trim cycle (2003-2006), records no longer existed to 
demonstrate that CEI was implementing a four-year trimming cycle. After further 
research, CEI provided Staff with additional data. Staff then proceeded to complete the 
audit to measure the 4-year cycle commitment for the years 2003 - 2006. 

Staff conducted another verification audit of CEI's right-of-way vegetation control -
distribution circuit program in 2007. 

In addition to the audits noted above. Staff conducted twenty-eight (28) inspections for 
rule 27 (E) (1) (f), O.A.C, for CEI's vegetation control requirements from April 2003 to 
March 2007. 

Lastly, Staff conducted a complete process review of CEI right-of-way vegetation control 
- distribution circuit program requirements for circuits in 2007. Under this inspection, 
Staff on-site monitored the process of inspecting and remediating this circuit including 
observing the initial planning phase; contacting the customers; tagging notification if 
customers were not home; actual tree trimming in-process; and, the CEI Forester's 
review of contractor work activity. 

Findings 

Staff's review of the CEI data for 2003 - 2006 start date/end date disclosed the 
following areas of concern: 

(1) Missing records prevented a full verification of a 4-year trimming cycle 
maintenance program: 

• The start date/end date data for a total population of 2,170 FE 
operating companies (OE, TE, and CEI) distribution circuits was 
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requested. The provided data covered only 29.68% circuits, leaving 
70.32% FE (OE, TE, and CEI) circuits without records and Staff 
unable to verify actual start date/end date data or compliance with 
the 4-Year cycle requirement for the sample period. 

• Of the FE total, CEI could not provide start date/end date data 
records for 75.56% circuits. 

(2) Inaccurate data was reported; e.g., completion of a 4-year tree trimming 
cycle circuit when in fact the time was extended to additional years: 

• 20.49% FE (OE, TE, and CEI) circuits had inaccurate timeline data 
listed in the start date/end date fields; e.g., no data listed (blank) or 
data showed time periods longer than 4 years for tree trimming. 
For example, data showed a start date in late December, 2006 with 
end dates extended to the first quarter 2007, However, CEI's 
responses to Staff data requests stated that the circuits were last 
maintained in the prior calendar year (e.g., 2006). 

• Of the FE total questionable data. 27.58% of that total was CEI's 
inaccurate data. 

Recommendations 

Staff believes CEI has violated rule 4901:1-10-03 O.A.C. requirements for failure 
to maintain three (3) years of records (2004, 2005, and 2006) calendar years to 
verify achievement of the 4-year (2003 - 2006) tree trimming cycle. 

(1) Staff also believes CEI has violated its own commitments to the Staff for 
rule 4901:1-10-27 (E) (1) (f) O.A.C. to maintain tree trimming records for 
one cycle or three years, whichever is the longer duration; i.e., 4-years 
(2003-2006). 

(2) Staff recommends that the Commission order CEI to: 

(A) Maintain accurate and complete (start date/end date) records to 
verify compliance within the IVMS [Integrated Vegetation 
Management System] computer database format for at least 4-years 
and additional cycles. In addition, a hard copy backup of the records 
should also be maintained; 

(B) Review the hard copy timesheet records (or other contractor records) 
for calendar years 2003 - 2006 to ascertain the start date/end date 
data for the missing 807 of 1,068 (75.56%) circuits and input the 
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dates into IVMS. This would provide at least one full 4-year cycle of 
records and CEI should provide Staff with a copy of the data; 

(C) Conduct the same input review (as in B above) for any missing 2007 
circuit data and take action to assure future years (2008, etc.) going 
foHA/ard have the same data included; and, 

(D) Maintain 4-year cycle tree trimming vegetation management records 
(items A-C above) for two (2) complete IVMS tree trimming cycles (8 
years) since actual time periods to get the work done have extended 
beyond 4-Years. 

O.A.C 4901:1-10-27 (E) (1) (g) 
Inspection, Maintenance, Repair, and Replacement 

The O.A.C requires each electric utility to: 

(E)(1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Programs shall include, but are not limited to, the 
following facilities: 

(g) Substations 

Staff conducted baseline audits in 2004 of CEI's substation inspection activities in order 
to determine the details of CEI's equipment maintenance, scheduling, and tracking 
program practices. Staff then conducted a field verification audit of CEI practices in 
2004 to review transformer maintenance activities according to CEI's Preferred 
Practices Power Transformers Manual for 2004 calendar year activities. In the 
verification audit, Staff reviewed various tests including Dissolved Gas Analysis (DGA), 
Total Combustible Gas (TCG), and Power Factor Test (Doble). A 2006 verification audit 
reviewed CEI practices for the 2005 calendar year for maintenance on transformer 
components. In 2007, Staff conducted a substation maintenance program audit 
focusing upon maintenance activities of four (4) major components (breakers, 
transformers, relays, and voltage regulators) in the three FE operating companies, 
including CEI. The goal was to examine the records of selected equipment prior to 
failure to see if the FE companies (including CEI) Were performing inspections, testing 
and maintenance (ITM) in accordance with National Electric Safety Standards (NESC), 
the Company practices, and, the Electric Service and Safety Standards (ESSS). 
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Staff conducted thirteen (13) inspections of CEI Substation facilities for rule 27 (E) (1) 
(g), O.A.C, for examining physical conditions and security protection from April 2003 to 
March 2007. 

Findings 

Staff found the CEI records In this area to be in order with no noncompliances for the 
samples audited, and the work was perfomied by qualified electrician grade personnel. 

Recommendations 

Staff recommends the Commission order CEI to utilize more computer database 
records for the substation ITM practices that are currently mostly kept in hard copy 
format. The computerized data base would provide access to vital data almost 
instantaneously, the capability to gather statistics expeditiously, and an improved 
capability to analyze equipment performance. 

O.A.C. 4901:1-10-04 
Equipment for Voltage Measurements 

These portions of the O.A.C require that: 

Portable indicating instruments (e.g.. electro-mechanical indicating, electronic 
indicating, and electronic indicating and recording) used to test or record service 
voltage at the customer's premises in response to a customer inquiry or 
complaint shall be checked for accuracy aoalnst a recoqnlzed standard. 
Accuracy checks shall be conducted as recommended by the manufacturer or 
annually if no period is specified. The most recent accuracy test record shall be 
kept with each such instrument or at a central location for the electric industry. 

Staff verified that CEI has a methodology (calibration program) for assuring that its 
equipment used for voltage measurement was checked for accuracy against a 
recognized standard with accuracy checks conducted as recommended by the 
manufacturer or annually if no period is specified, with test records kept. 

Staff performed a desk review in 2001 of this process. In 2006, Staff conducted a 
verification audit of the Central Electric Laboratory and examined voltage meter 
calibration practices as part of the O.A.C. rule 4901:1-10-05 [Metering] review - see 
next topic below. 
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Findings 

Staff found that the calibration of the voltage measuring equipment is traceable to the 
National Institute of Standards and Traceability (NIST). The Central Electric Laboratory 
met the ANSI C12.1, as well as nuclear and International Standards Organization (ISO) 
standards. No non-compliances were noted. 

Recommendations 

No recommendations are requested in this area at this time. 

O.A.C, 4901:1-10-05 
Metering 

This rule requires that: 

A customer's electric usage shall be metered by commercially acceptable 
measuring devices that comply with "American National Standards Institute" 
(ANSI) standards. Meter accuracy shall comply with the 2001 ANSI CI2.1 
standards. No metering device shall be placed In sen/ice or knowingly allowed to 
remain in service if it violates these standards. 

In 2006, Staff conducted a verification audit of the FE Central Electric Laboratory in 
Akron, OH used for calibration of meter equipment for customers of all three operating 
companies. 
In 2006, as part of the voltage audit, Staff conducted a review of CEI's practices with 
respect to metering rule compliance to verify that CEI has an ANSI C12.1 standard 
methodology, as required, for assuring that a customer's electric usage shall be 
metered by commercially acceptable measuring devices Staff examined calibration 
procedures, practices, and records control. 

Findings 

Staff found that the meters and other equipment examined had traceability to the 
National Institute of Standards and Traceability (NIST). The laboratory met ANSI 
C12.1, as well as other (including nuclear and ISO Standards) requirements. The 
laboratory not only performs the calibration process for meters used to report customer 
electric usage but supplies the calibration process for FE as well. No non-compliances 
were noted. 
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Recommendations 

No recommendations are requested in this area at this time. 

O.A.C. 4901:1-10-06 
National Electrical Safety Code 

This rule requires that: 

Each electric utility shall comply with the 2002 edition of the American National 
Standard Institute's, "National Electrical Safety Code". The provisions in "session 
Order No. 285, "December 1. 1949. referring to the designation of the medium 
loading district for a part of Ohio remain in effect 

Staff conducted various inspections of FE (CEI) facilities for compliance with the 
National Electric Safety Code (NESC) requirements during the past four (4) years from 
April 2003 to March 2007. A total of seventeen (17) inspections evaluated compliance 
with rule 4901:1-10-06 O.A.C requirements for substations; pad-mounted transformers; 
switch gear; and, other (pole or vegetation Issue) topics. 

For example, Substation requirements include a need for rooms and spaces; 
installations require supply conductors or cables rising from the trench to transformers; 
switchgear, or other equipment mounted on pads shall be so placed and arranged that 
they will not bear on the edges of holes through the pad nor the edges of bends or other 
duct work below the pad. Pad-mounted equipment shall have an enclosure that is 
either locked or otherwise secured against unauthorized entry. 

Findings 

The following is a list of the routine field inspections Staff conducted by NESC topic and 
the number of violations of the NESC that were found. 

Topic 
Substations 
Pad-Mount Transformers 
Switcli Gear 
Otiier (PoleA/egetation) 
Total 

Insoections 
5 
9 
0 
3 

17 

Exceotions 
0 

39 
0 
3 

42 
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Recommendations 

The above Staff identified violations were resolved and or timely corrected and no further 
action is recommended with the exception of the pad-mounted transfomiers section 
contained within this Staff report. 

O.A.C. 4901:1-10-11 
Distribution Circuit Performance 

Rule portions 11(B) (1) and 11(C) require, among other things, that each EDU: 

Set forth a method for determining the performance of each EDU's (Electric 
Distribution Utility) distribution circuits. Each EDU shall submit no later than 
ninety days after each reportinq period endinq on December thirty-first a report 
to the director of the consumer services department now the Service Monitoring 
& Enforcement Department or the director's designee that identifies the lowest 
pertorming eight percent (8%) of the EDU's distribution circuits for the previous 
twelve-month reporting period. 

Since 2001, Staff reviewed CEI reports which identified the lowest performing eight 
percent (8%) of distribution circuits for the previous twelve-month reporting period. 
Circuits were selected and inspected by field Staff in order to verify that CEI had met its 
corrective and/or preventative actions commitments. 

Staff conducted twenty-seven (27) inspections to measure circuit performance during 
the past four (4) years from April 2003 to March 2007 of CEI facilities. 

Findings 

No non-compliances were noted during these inspections. 

Recommendations 

No recommendations relating to carrying out designated remedial activity are necessary 
at this time. 

Two-Pole Conditions 

A two-pole condition is a situation where electric service has been removed from one 
pole and placed on a new pole, yet the old pole remains in place for several months to 
sometimes several years after the transfer of the electric service. As a result of Staff 
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inspections revealing an increase in the number of two-pole conditions. Staff surveyed 
the regulated electric and telephone companies, (including Time Warner in a voluntary 
role), in an attempt to reveal what was causing or contributing to the increase. The 
survey revealed that the level of communication between companies varied, and that 
the Joint Service Agreement requirements, (responsible for who will remove the pole & 
when), also varied between companies. 

Staff then sought to identify the reason(s) for protracted pole transfer activity and old 
pole removal; develop measurements for such activity; facilitate solution(s) for the root 
cause(s); eliminate old (pre 2006) two-pole conditions by 2010; and, resolve all future 
two-pole conditions within 12 months of their creation. 

To date FE has indicated that it does not know how many two-pole conditions currentiy 
exist, and that a systematic tracking system for identification and remediation has not 
been developed. 

Recommendations 

Staff recommends that CEI develop a systematic means of tracking all two-pole 
conditions in its service territory including: location of poles; date of transfer of electric 
service; and, date of pole removal. 

Also, Staff recommends CEI develop a process whereby it either retains the right of pole 
removal or simply executes the removal of the old pole, including if necessary a charge 
back of costs to other pole attaching companies as a result of inactivity of the attaching 
parties. 
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SERVICE RELIABILITY ASSESSMENT 

The Reliability and Service Analysis Division (RSAD) develops, analyzes, and enforces 
reliability and service quality policies and rules for utilities. RSAD analyzed CEI's 
reliability with respect to the Electric Service and Safety Standards, Rule 4901:1-10-10, 
O.A.C. (ESSS Rule 10), which requires each electric distribution utility (EDU) to provide 
Staff an annual report of its system-wide performance against a set of reliability targets.^ 
These targets relate to the average frequency and duration of service Interruptions as 
well as the average availability of service. In monitoring each EDU's system reliability 
performance. Staff tracks two primary measures of interruption frequency and duration. 

One of these measures is the system average interruption frequency index (SAIFl), 
which measures the average number of service interruptions per customer. Chart 1 
depicts the Applicant's SAIFl performance^ in relation to its target since the initiation of 
annual reporting required be ESSS Rule 10, Chart 1 indicates that CEI missed Its SAIFl 
target during each of the past four years (2003 through 2006) by generating an average 
Interruption frequency that exceeds its target level. 

Chart 1 
CEI SAIFl Performance 

2000 2001 2002 2003 2004 2005 2006 

' CEI submitted its targets in 1999 to comply with Rule 4901:1-IO-IO (B)(2), O.A.C. CEI had previously adopted 
these same targets in Appendix B of a joint agreement filed on October 5, 1992 in Case No. 92-1747-EL-AAM. 
~ Both performance and targets reflect the exclusion of major storm data as required by Rule 4901:1-10-10 (BX3), 
CA.C. 
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The other primary reliability measure Staff tracks is the customer average interruption 
duration index (CAIDI), which indicates the average time it takes the utility to restore 
service to those customers who experience outages. Chart 2 depicts the Applicant's 
CAIDI performance in relation to its target since the initiation of annual reporting 
required be ESSS Rule 10. As Chart 2 indicates, CEI has missed its CAIDI target 
during each of the past seven years (2000 through 2007) by generating an average 
restoration time that exceeds its target level. 

180 

Chart 2 
CEI CAIDI Performance 

2000 2001 2002 2003 2004 2005 2006 

During 2005, after lengthy discussions concerning the sufficiency of CEI's action plan 
for meeting its reliability targets. Staff and the Company agreed on a set of interim 
targets for CEI to meet during years 2006 and 2007. These interim targets were lower 
than those in the CEI's annual ESSS Rule 10 report and were designed to get CEI on a 
path to improvement while recognizing that the resulting improvement would be 
cumulative in its effect. The Company also agreed that if it missed any of the interim 
targets, it would hire a consultant to provide Staff with an independent assessment of 
CEI's infrastructure and operational practices. The Consultant would also recommend 
steps CEI could take to improve its CAIDI and SAIFl performance. During 2006, CEI 
missed all of its interim targets which triggered the hiring of a Consultant. Staff 
developed a request for proposal and selected UMS Group Inc. (UMS) as consultants to 
conduct a focused assessment under Staff supervision. UMS began this project on July 
2 and issued Its report on October 30, 2007. 
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UMS recommends the following short-term actions it believes CEI must take in order to 
meet its ESSS Rule 10 reliability targets by the end of year 2009. 

1. Enhance tree-trimming program to address overhanging limbs and structurally 
weak trees on the feeder backbone within the first zone (circuit breaker to the 
first recloser). (recommended completion date 12/31/2008) 

2. Ensure lightning protection initiatives focus primarily on the feeder backbone 
within the first zone, continuing to replace damaged arresters, but also consider 
adopting a more strategic approach by integrating Fault Analysis & Lightning 
Location System (FALLS) and National Lightning Detection Network (NLDN) data 
with other contributing factors, such as type of construction, grounding, and 
shared structures. (recommended completion date: 12/31/2008) 

3. Apply a line/circuit inspection and repair prioritization scheme that focuses 
initially on the feeder backbone, then in areas where customers experience 
multiple outages (worst performing circuits and devices), and as a last priority, 
those areas that have lesser impact on system reliability, (recommended 
completion date: 12/31/2009) 

4. Further sectionalize the 13.2kV feeder backbone (123 circuits with 500 or more 
customers that do not have reclosers installed are potential candidates), and 
review for possible sectionalizing, the 230-4kV circuits with more than 500 
customers, (recommended completion dgtes: First 100 circuits with the highest 
number of backbone customer interruptions by 9/30/2008; second 100 circuits 
with the highest number of backbone customer interruptions by 5/31/2009) 

5. Inspect, maintain and test 4kV exit cable on 30 circuits with the highest number 
of outages on three phase cable (excluding dig-ins) and repair or replace as 
necessary, particulariy given the age and condition of much of the buried cable, 
(recommended completion date: 12/31/2008) 

6. Systematize the process of determining when to mobilize personnel in 
anticipation of a stomi with expected outages between 50 and 200 per day. 
(recommended completion date: 6/30/2008) 

7. Continue to fully implement partial restoration ("hit and run" for overhead lines; 
"split and hit" for underground residential distribution cable) when initially 
servicing customer outages. 

8. Continue to fully implement use of the alternate shift, based on documented 
evidence of reduced outage durations at the critical transition time between 
normal shifts. 

77 



FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

UMS also makes the following long-tenn recommendations to ensure that CEI 
continues to meet its ESSS reliability targets for the 10-years following 2009. 

1. Maintain Capital Spending at the level currently planned for 2008 ($84.7 million) 
for a minimum of 5 years. 

2. Establish and adhere to reliability-related investments (could include capacity 
projects as well) at levels, percentage-wise, commensurate to those for 2007. 

3. Consistent with the development of the Asset Management Strategy develop a 
comprehensive plan to replace and/or refurbish the current electric distribution 
infrastructure, while in parallel implementing the shorter-term reliability measures 
(listed above). 

4. Accelerate hiring to facilitate the assimilation of new personnel in advance of 
anticipated attrition (due to retirement). 

5. Establish new service center in Geauga County's Claridon Township 
(recommended completion date: 12/31/2009). 

In addition to the short-term and long-term recommendations listed above which present 
the most cost effective solution for CEI to meet the 2009 performance targets, UMS 
made the following recommendations that will further enhance CEI's performance but 
at a lower cost benefit relationship. 

1. Enhance tree-trimming program to address overhanging limbs and structurally 
weak trees on the feeder backbone beyond the first zone. 

2. Ensure lightning protection initiatives focus primarily on the remaining portion of 
the feeder backbone outside of the first zone, continue to replace damaged 
arresters, but also consider adopting a more strategic approach by integrating 
Fault Analysis & Lightning Location System (FALLS) and National Lightning 
Detection Network (NLDN) data with other contributing factors, such as type of 
construction, grounding, and shared structures. 

3. Identify opportunities to replace existing three-phase reclosers with single-phase 
reclosers (should be considered on a case-by-case basis, depending on the 
needs of the customer, and the impact to a major commercial or industrial 
customer that requires three-phase power). 

4. Analyze application of instant trip and timed re-close on a circuit-by-clrcuit basis, 
considering the nature of the circuit and its customers, the history of success with 
instant trip/timed re-close on the circuit, and any damage that might be done if 
the instant trip is not set. 

5. Inspect, maintain, and test 4kV exit cable on an additional 30 circuits with the 
highest number of outages on three phase cable (excluding dig-ins) and repair or 
replace as necessary, particularly given the age and condition of much of the 
buried cable. 
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6. Develop a worst-CEMI (customers experiencing multiple interruptions) program, 
not necessarily to substantially improve reliability, but to ensure a proper balance 
with customer satisfaction (key off of Worst Performing Devices Report analyzing 
all equipment that experiences 2 failures in a month or 3 in a quarter). 

7. Replace failure-prone URD cable to avoid customer complaints and save repair 
costs (minimal impact on improving overall SAIFl). 

8. Integrate the Circuit Health Coordinators with the ESSS Inspection Program to 
provide an over-inspection role, as well as a coordinator to address high-priority 
reliability-related inspection deficiencies/exceptions. 

9. Continue to address the operability of switches on the sub-transmission system. 

10. Continue to replace circuit breakers and relays at the substations. 

11. Continue the recruiting and training of new dispatchers (in advance of the 
anticipated wave of retirees) and consider ways to make the position more 
attractive to the more traditional source of supply (e.g. experienced linemen). 

12. Reevaluate level of Staffing with respect to outage response. 

Recommendations 

Staff recommends the Commission order CEI to immediately implement all the 
consultant's short-term and long-term recommendations as listed above in accordance 
with their recommended completion dates. 

Staff also recommends that CEI seriously consider implementing the 12 other UMS 
recommendations, and within 60 days following the Opinion and Order in this case, 
provide Staff with an implementation schedule for those recommendations the 
Company plans to implement, or a detailed justification for any recommendations the 
Company does not plan to implement. 

Customer Service Audit 

The Service Monitoring and Enforcement Department's (SMED) Investigation and Audit 
Division (IAD) educates customers about utility issues, mediates disputes, and audits 
utilities' customer service practices. Staff receives complaints and inquiries through 
letters, referrals, and calls to its toll-free hotline. 

IAD performs audits of regulated utility companies in order to ensure compliance with 
current rules and regulations. Overall, the audit team found that the customer service 
practices and policies of the Company, as reviewed and observed by the team, comply 
with the applicable rules and regulations set forth by the Commission. However, Staff 
recommends that the Company add details to the deposit information on the website 
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regarding the alternatives to establish credit, including the option of providing a 
guarantor or payment record for history with another electric utility. 

Subsequent to the customer service audit, the Company made several changes in their 
disconnection policies. Among these is a reduction in the hours that customers can 
make a payment and have service restored the same day. While the new policy is still 
in compliance with the disconnection rules, it has engendered many customer 
complaints. 

Customer Service Assessment 

Staff reviewed the contacts made by CEI customers to the Commission's Hotline for the 
period of January 1, 2005 through October 15, 2007. Overall, 7,544 contacts were 
made during this period, with 2,668 in 2005, 2,413 in 2006 and 2,463 in 2007 to date. 

Contacts about disconnection issues or payment arrangements prompted the largest 
number of contacts, with 2,164 for the three year period. Before calling the Company, 
1,732 customers called IAD. Most of these customers were seeking account 
information and were directed back to the Company to give the Company the first 
opportunity to respond to their customers. Next were billing issues with 1,341 contacts. 

Service issues, including new service, comprised the next category with 1,553 contacts, 
including 84 customers who voiced their concerns about the quality of the Company's 
customer service. Ninety-five customers contacted us over the three year period 
because they had difficulty reaching the Company. Issues relating to competition 
including government aggregation accounted for 276 contacts. Seventy-eight 
customers had comments on the Commission, while 70 had comments on the 
Company's policies. The other 235 were miscellaneous contacts, such as questions 
about utility easements. 

Contact numbers for each category remained relatively consistent each year with the 
exception of the disconnection category. These contacts increased from 696 in 2005 to 
865 in 2007 to date. Contacts have increased as the Company has tightened its 
policies on disconnections, while reducing the numbers of customers that can have their 
service reconnected the same day as they make their restoral payment. 

Staff found during customer contacts that when a customer requests to be placed on 
the Commission-ordered one-third payment plan, the Company does so but then 
encourages the customer to agree to be placed on the one-sixth payment plan for the 
remaining balance. If the customer does not agree, then the Company will allow the 
customer to pay the one-third amount during the winter heating season. However, 
since the Company's computers are not programmed to accept the one-third plan, the 
customer must call in each month with a receipt number for the one-third plan amount 
and state to the representative that he/she wishes to be placed (again) on the one-third 
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plan. The customer should not be subject to a disconnection notice monthly, when 
he/she is paying on the Commission-ordered one-third payment plan during the winter 
heating season. The Company needs to allow customers to use the one-third plan 
without putting the burden on customers to set up the plan monthly. Staff recommends 
that the Company update the computer system to permit customers to use the one-third 
plan without burdening customers with extra monthly requirements in order to avoid 
disconnection of service. 
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Management and Operations Review 

Section 4909.154 of the Ohio Revised Code states that the Public Utilities Commission 
shall consider the management policies, practices, and organization of public utilities in 
fixing the just, reasonable, and compensatory rates, joint rates, tolls, classification, 
charges or rentals to be observed and charged for service of any public utility. 

In 1985, the Commission approved an amendment to the Standard Filing 
Requirements. This amendment (4901-7-01) requires medium and large utilities to 
include in their rate filings a concisely written summary of their management policies, 
practices, and organization. Among other things, the summary is to include a 
discussion of policy and goal setting, strategic and long range planning, organization 
structure, decision making and controlling, and communications for the Company's 
executive management process (Schedule S-4.1) as well as for forty-five functional 
areas common to most electric utility companies (Schedule S-4.2). 

Staff routinely reviews the S-4.1 and S-4.2 schedules, applicant performance, and 
various events relating to the applicant's management. As a result of these review 
activities, the Staff selects certain management topics for rate case reporting. In the 
current rate case, the Staff reports on FirstEnergy's (FE) Programs for Energy 
Conservation and Demand-Side Management and Corporate Affiliated Transactions. 

ENERGY CONSERVATION & DEMAND-SIDE IVIANAGEIUENT 

Energy conservation and demand-side management, as a tool of utility Company 
strategy and as a public policy direction has had a spotty history in Ohio over the last 
twenty years. Demand-side management (DSM) programs are organized utility 
activities that are intended to affect the amount and timing of customer electricity usage. 
DSM programs include peak clipping, strategic conservation, load shifting, valley filling, 
and strategic load growth options. A DSM program is a series of measures intended to 
encourage specific groups of customers to modify their energy usage patterns in a 
manner consistent with the utility's objectives while maintaining customer satisfaction. 

In the eariy 1990's, the Commission required electric companies to develop and present 
integrated resource plans in their Long-Term Forecast Reports to the Commission. 
Integrated resource planning used both supply-side and demand-side approaches to 
produce a least-cost plan that met a utility's and its customers' future electric 
requirements. 

In 1999, the passage of Senate Bill 3 restructured the Ohio electric utility industry. The 
vertically integrated utility industry was split into transmission, generation, and 
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distribution sectors. Only the distribution sector remained under State (P.U.C.O.) 
regulation. Since an unregulated market would be responsible for future electric 
generation, investments by the distribution sector into DSM programs waned. 

On January 4, 2006, the Commission issued an Opinion and Order in Case No. 05-
1125-EL-ATA, et. al., accepting a stipulation entered Into by the majority of parties to 
the case. In the stipulation, FE agreed to implement DSM programs for the years 2006 
through 2008 with a budget of $25 million. 

To review FE's conservation and Demand-Side Management programs, Staff 
developed an encompassing data request to gather the significant information related to 
each energy conservation and demand-side management program. In response, FE 
supplied a narrative of their current energy conservation and demand-side management 
programs including the budget and the method(s) for evaluating each program. This 
narrative is supplied in part below. 

FIRSTENERGY'S COMMUNITY CONNECTIONS PROGRAM 

FE's Community Connections Program provides traditional energy efficiency and 
weatherization improvements as well as a partnership with Habitat for Humanity to build 
Energy Star-rated homes, both for low income residential customers. The Community 
Connections program piggybacks funds on existing state and federal energy assistance 
programs that are administered by various groups, such as local community action 
agencies and county departments of development. 

The Ohio Partners for Affordable Energy (OPAE) currently administers FE's energy 
efficiency program. Roof repair and replacement and electrical upgrades are included 
as part of the program even though these items are generally not considered to be 
weatherization or traditional energy efficiency measures. Habitat for Humanity Ohio 
currently administers FE's Habitat for Humanity Energy Star program. Customers of the 
Community Connections Program are typically at or below 150% of the federal poverty 
income level. 

The initial funding for the program was for five (5) years (2001-2005) as stated in FE's 
Electric Restructuring Plan. The current funding for the program is for three (3) years 
(2006-2008) as stated in FE's Rate Stabilization Plan. The expenses associated with 
the program are not included in the current rate case. 
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FIRSTENERGY'S DEMAND-SIDE MANAGEMENT PROGRAMS 

FE's (FE) DSM program for the Ohio distribution utilities for the 2006-2008 time-period 
consists of two separate programs: 

1. Home Performance with Energy Star (HPwES), and 
2. Air Conditioning Direct Load Control (DLC). 

Evaluation 

The Supplemental Stipulation included a provision for the evaluation of both DSM 
programs. The continuation of either of program will be subject to the program passing 
a Total Resource Cost (TRC) Test, which compares program benefits to program costs. 

Objective 

Both programs are designed to pass the TRC Test as well as be cost-effective. The 
HPwES program should create a market for home improvement contracting that targets 
a whole house approach to energy efficiency improvements. As a result, 
comprehensive home energy assessments and energy efficiency Improvements should 
be implemented in customers' homes. The DLC program will be implemented In a way 
that the cumulative effect of devices in the field can be activated so that load can be 
reduced during critical times. To accomplish this objective, FE must be able to attain 
verifiable and reliable results of the devices in the field. 

Program Availability 

The HPwES program will be available to residential homeowners of existing one-to-four 
family homes. To achieve the desired load reduction results, the DLC program will be 
available to residential homeowners who have a central air conditioning system and 
meet summer usage criteria. 

Funding, Budget, & the Rate Case 

The Company has requested in its current distribution rate case that all costs to conduct 
the DSM programs be deferred and recovered through a semi-annual reconcilable rider, 
including carrying costs. The deferred costs will include administrative costs and any 
lost distribution revenue resulting from the implementation of the DSM programs. The 
proposed DSM rider included in the current rate case is designed to collect all DSM 
costs incurred from residential customers over a three-year period beginning in 2009. 

The Supplemental Stipulation set the budget at $10 million for the HPwES program and 
$15 million for the DLC program, initially to be spent over the three-year time frame. 
However, any funding not spent during 2006-2008 rolls over for one year, thereby 
potentially extending the programs through 2009. 
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Home Performance with Energy Star 

The HPwES program offers customers a comprehensive home energy assessment 
performed by an independent contractor who has been trained and certified by the 
Building Performance Institute (BPI). The contractor will perfonn diagnostic tests and 
review the customer's home for energy efficiency improvement opportunities. Following 
completion of the home energy assessment, the contractor will provide the customer a 
description of the recommended measures the customer could implement to improve 
the energy efficiency of their home, specifically targeting areas for electricity savings. 
Customers will then decide which measures to complete to improve the energy 
efficiency of their home. 

To initiate a robust market for the HPwES program, incentives will be offered to 
participating contractors and customers. For participating contractors there will be 
incentives for BPI training and certification, diagnostic equipment, and comprehensive 
jobs completed. For participating customers, a portion of the home energy assessment 
will be paid for by FE (paid directly to the contractor). In addition, FE will reimburse the 
customer for a portion of the cost of qualifying improvements, up to a maximum of 
$1,250 per customer as determined in the Supplemental Stipulation. 

Program Administration 

In May 2007, FE awarded a contract to ICF Consulting to administer all aspects of the 
HPwES program. ICF's scope of work includes assisting FE in program design and 
research, contractor training and recruitment, marketing, quality assurance and control, 
and continuing program review. 

A separate contract was awarded to PA Consulting for evaluation of all aspects of the 
HPwES program in May 2007. PA Consulting's scope of work includes customer and 
contractor baseline surveys to measure the interest and awareness for home 
performance contracting, program evaluation of ICF (tracking systems, contractor 
enrollment, and quality control), and a final program evaluation and impact report. 

Air Conditioning Direct Load Control 

The DLC program offers customers a Carrier programmable thermostat where both the 
unit and the installation are at no cost to the custpmer. As a participant in the DLC 
program, customers agree to let FE increase their thermostat setting by up to four (4) 
degrees Fahrenheit for up to a four-hour time period during days of high demand for 
electricity. FE will not adjust customers' thermostats more than 20 times per year, 
which is below the limit of 30 times per year set forth in the Supplemental Stipulation. 

The Carrier thermostat has wireless two-way communications capability. The 
thermostat adjustment is initiated by FE through an intemet-based software. The 
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software sends a wireless signal to all participating households through a SkyTel paging 
system. Following the curtailment event, the themiostat will automatically reset to the 
customer's previous programmed setting. 

The customer has the ability to override the temperature adjustment by pressing a 
button on the thermostat control panel. The two-way communications feature of the 
Carrier thermostat allows FE to verify which customers overrode an event and at what 
time. FE can verify if a household did not receive the signal because of a 
communications problem. As an incentive to participate, customers receive a gift card 
upon installation of the thermostat as well as the opportunity to participate in an annual 
drawing for Energy Star rated appliances. 

Program Administration 

In May 2007 FE awarded a contract to Carrier to procure the thermostat and 
communications device for the DLC program. A separate contract was awarded to 
GoodCents for the administration of all aspects of the DLC program in May 2007. 
GoodCents' scope of work for the DLC program includes thermostat installation using 
their technician Staff, marketing, contact center Staffing, scheduling, and continuing 
program review. 

Conclusion: 

Staff concludes that FE is making strides in meeting the objectives of the Supplemental 
Stipulation in FE's Rate Certainty Plan (RCP). The'current DSM program offerings 
appear to be well designed and conservative in nature in that they are designed to pass 
the TRC Test as well as be cost-effective. As of the date of FE's rate case filing, the 
Company had projected (through February 2008) the deferral of $2.49 million for the 
Toledo Edison service territory, $4.47 million for the Cleveland Electric Illuminating 
Company service territory, and $5.41 million for the Ohio Edison Company service 
territory. 

As of the preparation of this Staff Report, FE's programs are still in their infancy and 
therefore premature to consider evaluating for their effectiveness in meeting the 
Company's objectives as well their respective cost vs. benefit values. 

Recommendation: 

It is not yet apparent what new state laws, policy initiatives, or regulations might Impact 
conservation and demand-side management efforts. It is clear that conservation and 
DSM programs make more sense with a vertically integrated utility structure. Under the 
current electric utility and market structure, DSM may have a role in assisting Regional 
Transmission Operators (RTO's) in maximizing the efficiency in their mix of generating 
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options to electricity demands in the regional or local system, but the manner in which 
these DSM costs may best be recovered are not yet clear. Nevertheless, on a national 
scale, environmental concerns associated with coal fired generating facilities, 
uncertainty about the future role of nuclear power, and the resulting increased use of 
natural gas to fuel electric generation, have all combined to put upward pressure on 
energy prices. Given this environment, conservation and energy efficiency have a 
positive role to play in controlling energy costs. 

Until such State laws, initiatives, or regulations for restructuring the utility industry are 
forthcoming, Staff has no specific reconlmendations regarding FE's Energy 
Conservation and Demand-Side Management Programs. However, as FE's DSM 
programs mature, it is recommended that these programs be evaluated for their costs 
and benefits. At that point in time, perhaps a framework will be in place to better identify 
the true costs and benefits while assuring that the benefits, like the costs, can be shared 
by the ratepayers funding the programs. 

Staff supports FE's proposal for a DSM Rider to track the costs of the Company's DSM 
programs. The proposed DSM Rider should be exclusive of any DSM costs included in 
base rates. The DSM Rider would allow the flexibility for interim changes in FE's DSM 
programs as the situation merits while also providing an audit trail for Staff and the 
Company to track the costs of the DSM programs. Staff recommends that FE's DSM 
Rider be reviewed semi-annually, as proposed, and include an evaluation of the 
Company's DSM programs to that date when each program includes enough data to 
perform an analysis. 

87 



FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

CORPORATE AFFILIATED TRANSACTIONS 

Objective 

The objective of the investigation was to determine the appropriateness of the type, and 
cost of the transactions between CEI, OE and TE (the operating companies) and their 
affiliates, including First Energy Services (FES). 

Corporate Structure 

FirstEnergy Corporation is a diversified energy Company headquartered in Akron, Ohio. 
Its subsidiaries and affiliates are involved in the generation, transmission and 
distribution of electricity as well as energy management and other energy-related 
services. The Company operates primarily through two core business segments: 
Regulated Services, which provides transmission and distribution services, and Power 
Supply Management Services. The Regulated Services segment is comprised of seven 
electric utility operating companies, including Ohio Edison Co., The Cleveland Electric 
Illuminating Co., The Toledo Edison Co., Jersey Central Power and Light Co., 
Pennsylvania Electric Co., Penn Power and Metropolitan Edison Company, and 
American Transmission Systems Incorporated, which operates the Company's 
transmission assets. The Power Supply Management Services segment owns and 
operates most of the Company's generation assets, and is also responsible for 
wholesale purchase of electricity, energy management and other energy-related 
services. The primary subsidiaries in this business segment are FirstEnergy Nuclear 
Operating Company and FirstEnergy Solutions Corporation (formerly FirstEnergy 
Services Corporation). 

Analysis 

As part of the investigation Staff reviewed various documents and conducted multiple 
interviews. The document review included: 

• The Service Company Agreement 
• A detailed list of all goods and services provided First Energy Solutions (FES) 

and the operating companies 
• The Social Club dues being allocated by FES to the operating companies 
• The factors used to allocate cost between FES and its affiliated companies 
• 24 months of pre test year data from service Company, which is allocated to 

the operating companies account (923 outside services) 

Staff's review of the charges from FES to the operating companies initially encountered 
inappropriate social club costs being allocated to the operating companies, the 
Company explained that this was an oversight and those costs were removed from the 

88 



FIRSTENERGY 
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

revenue requirement calculation in the supplemental filing. In addition the Staff found 
that the Service Company Agreement had not been updated since the repeal of the 
1935 SEC Act. The Service Company Agreement mentions the Act as a guiding 
principal and Staff believes the Service Company Agreement should be amended to 
reflect the Act's repeal. 

Staff typically performs simple linear regression analysis on the labor portion of the 
service Company cost being charged to the operating companies to test the 
reasonableness of the budgeted portion of the test year fees. However, due to the 
relatively low R-squared value\ Staff instead used a moving average of the previous 
24 months of charges from FES to the operating companies in account 923 (account 
923 captures the largest percentage of charges from FES to the operating companies). 
Staff found that for CEI, OE and TE the charges, which total $17,197,919 (CEI), 
$22,315,066 (OE), and $10,165,081 (TE) were within a reasonable range and conclude 
that no adjustment was necessary. 

Findings 

Staff found that the Service Company Agreement had not been updated since the 
repeal of the 1935 SEC Act. The Service Connpany Agreement mentions the Act as a 
guiding principal and Staff believes the Service Company Agreement should be 
amended to reflect the Act's repeal. 

Percentage of change explained by movement in a benchmark index-in this case time (months) 
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AMI/SMART METERING/MODERN GRID 

Background 

As a part of fulfilling the Energy Policy Act of 2005 the states were charged to 
investigate whether or not it is appropriate that the First Energy Operating companies 
provide and install time-based meters and communications devices for each of their 
customers which enable them to participate in time-based pricing rate schedules and 
other demand response programs. The Commission initiated such a proceeding, first in 
case No. 05-1500-EL-COI and then in subsequent Case No. 07-646-EL-UNC through 
informal workshops held at the Commission to evaluate these issues. The First Energy 
Operating companies are expected to file with the Staff their initial cost-benefit analysis 
of an AMI deployment utilizing the McKinsey model on December 13, 2007. The 
Companies are also expected to file the societal and customer benefits associated with 
their proposed AMI deployment as well. If such a deployment is determined to be cost-
effective, it is expected that the First Energy Operating companies would have a 
timeline for its deployment. 

In addition to an advanced meter infrastructure deployment, parties have also discussed 
the potential deployment of advanced and automated distribution technologies as a 
complement to smart meters. Typically, both of these systems would work together and 
would rely on a common communication network to achieve a larger set of benefits. 
The AMI benefits alone include increased operating efficiencies, enhanced customer 
and utility information and communications, demand response savings, and other 
potential benefits and innovative services (e.g. HAN or Home Area Network). 

AMI lays the groundwork for a wide range of operational utility benefits. These benefits 
include: 

reduced meter reading costs, 
fewer meter-reading errors, 
fewer estimated meter readings, 
fewer billing adjustments, 
reduced need to enter customers' homes to read inside meters 
credit and collection savings 
reduced uncollectible expense 
call center savings 
complaint reduction 
revenue enhancement due to: 

o improved theft detection 
o increased meter accuracy 

• remote system monitoring savings 
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• meter inventory operational savings 
• distribution asset management savings 

AMI will likely also provide for other, more difficult to quantify benefits including: 

• avoided capacity costs due to demand reductions during high price peak 
periods, 

• environmental cost savings, 
• additional consumer surplus value from reduced outage times, 
• quicker adoption of eCommerce by customers to make payments and 

understand their consumption patterns 

Staff believes that the potential benefits of AMI to First Energy's retail customers justify 
adopting Rider AMI/Modern Grid as a place-holder. Staff therefore recommends the 
Commission approve this rider for the Company's operating companies and order the 
Company to maintain this Rider at a zero-dollar balance until the Staff and the 
Commission have an opportunity to assess the costs and benefits associated with a 
FirstEnergy AMI/Modern Grid rollout project as a whole. The Staff recommends that the 
recovery of such costs through this Rider be net of those utility benefits associated with 
an AMI/Modern Grid deployment. 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Computation of Gross Revenue Conversion Factor 
For the Twelve Months Ended February 29, 2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s),: Applicant's Schedule WPC-lOa-d, Staffs Schedule C-3.12 

Schedule A-1.1 
Page 1 of 1 

Line 
No. Description 

% of Incremental 
Gross Revenues 

1 Operating Revenues 

2 Less; 

3 Uncollectible Accounts 

4 PUCO Annual Assessment 

5 OCC Annual Assessment 

6 CATT Tax 

7 Income Before Federal Income Tax = (1) - (3 through 6) 

8 State and Municipal Income Tax 3.09229% x (7) 

9 Income Before Federal Income Tax 

10 Federal Income Tax (9) x 35% 

11 Operating Income Percentage (9-10) 

12 Gross Revenue Conversion Factor 100.000% / (11) 

100.0000% 

0.6047% 

0.0000% 

0.0000% 

0.1560% 

99.2393% 

3.0688% 

96.1705% 

33.6597% 

62.5108% 

1.599722 
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t-̂ " m" Nd" —«' ro' ON <n' —" ©" —" 
O N r - ) 0 © o o i n ^ r ^ N o 
p- r i r^ r- ^ _ ^ 

g 

;:̂  
rv| 
r^ 

r o 

W 

^ 
r-1 
NO 
P-

g 
© 

^ 
© 
NO 

;? 
p-

^ NO 

;S ?S 
f S — 
>0 rO 

^ n 

?^ 
p -

"* ^ 

;̂  
^ 
r -

;̂  
p -
NO 
NO 

0 ' * N 0 t © r f © ^ w % 0 N O — »n 
v p r ^ ' n o o r j M O N O O O ' — O O O r o 
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The Cleveland Electric Illuminating Company 

Case No. 07-551-EL-AIR 

Cash Working Capital 

Income Statement 

For the Twelve Months Ended February 29, 2008 

Dala: 3 Months Aclual & 9 Months Eslimaled 

Reference No(s),; Applicant's Schedule WPB-5,0a & Staffs Schedule C-3. Staffs Workpapers 
Schedule B'S. I 

Lire 

No. 

1 

2 

3 

4 
5 

6 

7 

S 

9 
10 

11 
12. 

13 

14 

15 

17 

IS 

\<i 

20 

21 

22 

23 

24 

2S 

26 

27 

2H 

29 

30 
3! 

32 
33 

34 

35 

3fi 

37 

3S 

39 

40 

41 

43 

43 
44 

45 

46 

47 
4!̂  

49 

50 

52 

.53 

54 

Descriotion 

Operating Revenues 
Electric Revenues 

Other Revenues 

Revenue Lag Allowance 

Operation & Maintenance Expenses 

Purchased Power 
Payroll 

Employee Benefits 

Other O&M: 

Tree Trimming Contracting Fees 

Outsicie Services Employed • FE Service 

Uncollectibles 
Other 

Total O&M Expense 

Deflrecmtioa and Amorlization 

Depreciation Expense 

Amortizacion of Limited-Term Electric Plant 

Regulaioiv Debits / Credits 

Total Depreciation and Amortization 

ISxcs Other Than Income Taxes 

Employee Income Taxes 
Ohio CAT Tax 

Ohio KWH Tax 

Ohio Property Tax 
PA Franchise Tax 

Ohio Sales & Use Tax 
Other Taxes 

Total Taxes Other Than Income Taxes 

Inconie T^^pg 
Federal Income Taxes 

Ohio State Income Tax 

PA State Income Tax 
Municipal 

Provision for Deferred Income Taxes 
Investment Tax Credit 

Total Income Taxes 

Net Operating Income 

Inlerest on Long-Term Debt 

Return on Common Equity 

Expense Lag Allowance 

Working Capital 

Jurisdictional 

2/29/2008 

Amount 

., (B) 

$421,856,480 

21,738.916 

$443,595,396 

vS3y.08«.2i:i 

62,887,639 

10,087,214 

13,813,701 

9,934,874 

10,276,431 

39,026.127 

106,937,775 

62,248,981 

3,024,781 

(71.636.343) 

(6,362,781) 

4.597,819 

666,947 

69,029,182 

65.091,511 

2.984,018 
41.634 

3.932 

142,415,033 

15,433,255 

1,410,516 

246,674 

528,058 

37,669,180 

(800,276) 

54,487,406 

146,117,963 

(50,872,771) 

196,990.734 

$443,595,396 

C-3 Adjustment 

Amount 

(C) 

($669,324) 

(7.214,695) 

tS7,8f44,0l9) 

539,088,212 

2,160,321 

6,223,039 

0 

0 

(7,641,615) 

(2,731,716) 

37,098,241 

(2,293.616) 

0 

79,667,025 

77,373,409 

(563.784) 

12,763 
(1,340,277) 

22,581,429 

0 

0 

2,464,741 

23,154,872 

(9,273.374) 

(1.117.268) 

(177,479) 

(328,901) 
(37,290.004) 

(62.450) 

(48.249,476) 

[97,26!,065) 

14,002,910 

(97,261,0651 

$6,118,891 

Adjusted 

Jurisdictional 

Amount 

(D) = (B)+(C) 

$421,187,156 

14,524,221 

$435,711,377 

$0 

65,047,960 

16,310,253 

13,813,701 

9,934,874 

2,634,616 

36,294,411 

144,036,016 

59,955,365 

3.024,781 

8,030.482 

71,010.628 

4,034,035 

679,710 

67,688.905 

87,672,940 

2,984.018 
41,624 

2,468,673 

165.569.905 

6,159.881 

293,248 

69,194 

199,156 

379,176 

(862,726) 

6,237,930 

48,836,898 

(36,869,861) 

99,729,669 

$449,714,287 

Lead/Lag 

Days 

(E) 

27.7 

15.6 

27.3 

30,5 
65.7 

21,7 

45,2 

26.6 

27,5 

52,3 

52.0 

0,0 

0,0 

0.0 

0.0 

3.5 

88.3 

35.2 

293.1 

30.0 
19.8 

(120.6) 

168.8 

37.5 

274.3 

30,0 

87.8 

0.0 

0.0 

53.1 

91.2 

0.0 

72.0 

Weighted 

Dollar 

Days 

(F)-(D)*(E) 

$11,665,687,124 

226,371,359 

$11,892,058,483 

$0 

4,273.650,993 
353.636,857 

0 

624,379.285 

264.267,648 

72.437,436 

1.898,197,712 

7.486.589,931 

0 
0 

0 

0 

14,119,123 

60,018,371 

2,382,649,456 

25,696,938,714 
89,520.540 

824.155 

(297.722.001) 

27,946,348,358 

230,995,538 

80.437,941 

2.075,832 

17.485,930 

0 

0 

330,995,241 

(3,362.531.323) 

0 

$32,401,402,207 

• 

Cash 

Working 

Capital 

(G)«{F) /365 

S31.960.787 

620,196 

S32.580.983 

SO 

11,708,633 

968,868 

0 

1,710,628 

724,021 

198.314 

5,200.342 

20,511.206 

0 

0 

0 

0 

38,683 

164.434 

6.527,807 

70,402.572 

245,262 
2.258 

(815.677) 

76,365.339 

632,864 

220.378 

5,687 

47.907 

0 

0 

906.836 

(9,212.4151 

0 

$88,770,966 

{S56,l«9.983) 

130 

http://S32.580.983


Ii 
•S 4 

J f 

Q S 

< 3 

I ̂  " 

1̂ = 

M 

o a « 9 
s s 
^ ko o r* 

VI o o o o 

:g * 
SSI? 
S i i ^ 

sf s -

s 
1 
M 

r~ 

S g g s s s s 
I i 
S S 

^ 
"> 1- i 

^ 
s 

o> 

'̂  « SG 

o ; 

o 
•̂ L 

« • 

l o 
• r 

a 

u-i 

n 

o 

~--̂  r -

i 

r^ 

«. i f . 
• c 

r4 

i C 
i c 
r - . 

;£" 
• t 

_ •c fc, >c_ 

S 
s 
s 

o 

¥"' 

'"̂  

.-r i 
O 

= * • jr : 

r-' 

o. 
t -

•tf 

n I N 
m 

I 1 

10 1- 00 ». S — M f^ •« 

•T K" 

», t^ » 
ft (- © 

0._ ift p-

M 3 

4 O 'e 

g g S 

S S £ 

131 



» ¥ = ; < : 

o o o •? 

3 -

t t -t o o o 

•I- 5-

1 ^ - -
i:r> «- o o — o i •^ •& a a a e e 0 

1 
s 

^ 
r 

ff. 

fs 

3 
" 

^ ^ 

^ S 

5 S 
§ P 

1 
o 

1̂  

1 
?; 
c. 

1 
o 

^ 
• = 

s 
^ 

1 
^ 
~ 

S 
r-I 

5 

W 
S 

"" 

SS S* i ! ^ S? ^ 

S S 

•^ ^ .£ X (5 a E 

a I I s 11 ^ 

< u u u ,!?<>< J 

r^ r* IN fS a a K 

i I 
1 i s S ^ ^ i e 

3 >ij • r U-i -o (-• o a — r j S K ^ ? 

132 



•s ^ 

S < 3 •-
= _l ^ i ,3 

3 = s S 
J Z S "o 
^ u 5 < 

E 4. 

^1 

1 " 

3 I s 

I Is 
" J 

o <̂  <s o e 
— c_ S_ o . 1-1 — ("i •£ 

g i n »• " ? 3 r 

S o •* p 

^ \0 C)_ w^ O^ 00 0 \ — « ' t 
VI oC E^ O r f ^ ' 1 ^ ^ ' C '̂ t n 
r% * m ^ M r ^ ? T ^ fr«^ 
ff-t Ck a a ^ r ^ < ^ l A M r 4 ^ 

§ i g 
g m — >e " U * 11-

o — S — e S i ^ B 
o 50 « 00 o 0 — 0 

gg S i! ^ St ^ E i Q i s o ^ o e o o e & > g c ^ Q 

î =̂  g g g' g s s s ^ s i S ^ i i i S ' 

^ '^^ ' ' ^ ^ . , " ^ ^ * ^ - ^ ^ K ' ^ * ' ' T ^ ^ F . t '^F ™ 
o c^ >c" ' ^ c* -^ - ^ * t ' — O'" c^ a^ — tr" w-J r '̂ DO 

• ^ e C •*' -^ n\ r-S r-f -J" iK M K ' - ' 

^ ^_ r* —̂  —̂  ^ o^ ~ p-f̂  

5 ^ 3 — f ^ O f ^ — ' " f 

is § I -

5 I I I I 11 J 
'^1 I 

t i l l ilsiliil y il|'?M>>llil 

I ll llfli i I iflp 3 

H f o f l - m t o r - c o ^ S to O o \ e — r J m - * i / i ' a [ ^ o e o % D S 3 

133 



Ji '^ s 

ir, ii ^ 

£ s I 

•§ ^ 

i3 .a 

S ^ ^ r̂  
t fT. n -^ 
• ^ X ^ r*\ 

S 

S K S g 
(*% r r . 1 ^ O 

o o t:- o ^ — — 

( N - ^ Q — — 
o - le I— ~ - * 
« ^ J-l p !-• — 
W o 5 _ r j — 

" —' r f " • 

s s g § g s 
in o ' r-r ijj 06' \rf 

aa r^ # r- fs 3̂  

y c ^ — " » ^ 1/^ ^ 
^ r- n p.- i*n v\ r*. 
o r-; ca t± ' f oo •— 
T ' -O IO t^' C' 7" u-' 
T f t r* p rn ^ — 
.yj _ _ ^ _ 1/1 

S ?̂, K S, g 
>— <f « vd̂  30 

s r 

5 ^ 

K o f. ,^ S S •§ 

K S S ^ ? ^ ^ Q > e F S c K S ^ ^ O s S K c R c h c F 

— 5 6 ^ ' ' j ^ 
I)- ' » ' V3 - ^ M 

G 7. 

i-~ ' ^ ^ 

£" S" ^ 
X "Tl f*i f S 

S R S S i s S 2 I 

Q $ lltiim 
s s f - l M f S 

o o o o — — 

134 



o ^ o o o o o o o o a e ' r t O O Q O 

1 ^ %• t 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Taxes Other T h ^ Income Adjustment 
For the Twelve Months Ended February 29,2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s),: Staffs Schedules C-3.23a-h 

Schedule C-3.10 
Page 1 of 1 

Line 
No, Description 

Supporting 
Schedule 

iurisdicltonal 
Amount 

1 Property Taxes 

2 Commercial Activity Tax 

3 KWH Tax 

4 PICA Taxes 

5 Federal Unemployment Taxes 

6 State Unemployment Taxes 

7 PUCO and OCC Assessments 

8 Miscellaneous Taxes 

9 Total 

10 Test Year Taxes Other Than Income 

11 Adjustment (9 - iO) 

C-3.10a 

C-3.10b 

C-3.10C 

C-3.10d 

C-3,10e 

C-3.1 Of 

C-3.10g 

C-3.1 Oh 

$87,672,940 

679,710 

67,686,905 

3,943.341 

46,172 

44,522 

2,464,741 

3.029,574 

165,569,905 

142.415.033 

$23,154,872 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of Property Taxes 
For the Twelve Months Ended February 29,2008 

Schedule C-3. lOa 
Data; 3 Months Actual & 9 Months Estimated Page 1 of 1 
Reference No(s).: Staffs Schedules C-3.22al&2 

Line Jurisdictional 
No, Description Amount 

1 Personal Property Taxes 86,114,843 

2 Real Property Taxes 1,558.097 

3 Total Property Taxes (1+2) $87,672.940 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of Personal Property Taxes 
For the Twelve Months Ended February 29,2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: See Footnotes 

Schedule C-3. lOal 
Page 1 of 1 

Line 
No, Description Jurisdictional Amount 

Transmission 

Plant 

$328,126,339 
17,696,033 

310,430,306 

0 
0 
0 

3,267,952 
3,267,952 

307,162.354 

50.82% 

156,094,828 

85.00% 

132.680,604 

9.99% 

$13,254,792 

Distribution 

Plant 

$1,497,524,976 
28,387,290 

1,469,137,686 

0 
0 
0 

5,578,710 
5,578,710 

1,463,558,976 

58.48% 

855,879,637 

85.00% 

727,497,691 

9.99% 

$72,677,019 

General 

Plant 

$71,707,059 
38,626,545 
33,080.514 

0 
0 

3,805,467 
41 

3.805.507 

29,275.007 

26.08% 

7,633,955 

24.00% 

1,832,149 

9,99% 

183,032 

$86,114,843 

1 Jurisdictional Plant in Service (a) 
2 Jurisdictional Real Property (b) 
3 Jurisdictional Personal Property (1 - 2) 

Exclusions and Exemptions 
4 Capitalized Asset Retirement Costs (a) 
5 Exempt Facilities (c) 
6 Licensed Motor Vehicles (c) 
7 Capitalized Interest (c) 
8 Total Exclusions and Exemptions (4 thru 7) 

9 Net Cost of Taxable Personal Property (3 - 8) 

10 True Value Percentage (c) 

11 True Value of Taxable Personal Property {9 x 10) 

12 Assessment Percentage (d) 

13 Assessment Value (11 x 12) 

! 4 Personal Property Tax Rate (e) 

15 Personal Property Tax (13 X 14) 

16 Total Personal Property Tax (15) 

(a) Staffs Schedule B-2.1 
(b) Staffs Schedule B-2.1, Accounts 350. 352. 360, 362, 389, 390 and 390.3 
(c) Derived from Applicant's Workpapers WPC-3.3c2 thru WPC-3.3f 
(d) Applicant's Workpaper WPC-3.3h 
(e) Applicant's Workpaper WPC-3.3g 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of Real Property Taxes 
For the Twelve Months Ended February 29,2008 

Data: 3 Months AcUial & 9 Months Estimated 
Reference No(s).: See Footnotes 

Schedule C-3.10a2 
lof 1 

Line 
No, Description Jurisdictional Amount 

1 Jurisdictional Real Property (a) 

2 True Value Percentage (b) 

3 True Value of Taxable Real Property (1x2) 

4 Assessment Percentage (b) 

5 Assessment Value (3 x 4) 

6 Real Property Tax Rate (c) 

7 Real Property Tax (5 x 6) 

8 Total Real Property Tax (7) 

Transmission Distribution 

Plant Plant 

General 

Plant 

$17,696,033 $28,387,290 S38,626.545 

72.69% 72.69% 72.69% 

12,862,645 

35.00% 

4,501,926 

7.23% 

325,489 

20,633,756 

35.00% 

7,221,815 

7.23% 

522,137 

28,076.322 

35.00% 

9,826,713 

7.23%-

710,471 

$1,558,097 

(a) Staffs Schedule C-3,lOal 

(b) Calculated as follows: 

(1) Real Property Assessed Value (c) 

(2) Assessment Percentage (d) 

(3) Real Property True Value (1/2) 

(4) Real Property Capitalized Cost (e) 

(5) Real Property True Value Percentage (3 / 4) 

(c) Applicant's Supplemental Information C-43 

(d) Statutory Assessment for Real Property 

(e) Applicant's Supplemental Information C-4 

$38,609,359 

35.00% 

$110,312,454 

$151,764,448 

72.69% 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of Commercial Activity Tax 
For the Twelve Months Ended February 29,2008 

Schedule C-3,10b 
Data: 3 Months Actual & 9 Months Estimated Page I of 1 
Reference No(s).: Staffs Schedule C-2 and Applicant's Schedule C-3.9 

Line Jurisdictional 
No Description Amount 

1 Jurisdictional Operating Revenues $435,711,377 

2 Commercial Activities Tax Rate 0.1560% 

3 Commercial Activities Tax (1x2) $679>710 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 
Calculation of KWH Tax 

For the Twelve Months Ended February 29, 2008 

Schedule C-3.10c 
Data: 3 Months Actual & 9 Months Estimated Page I of 1 
Reference No(s).: Applicant's Schedule C-3.10 

Line Jurisdictional 
No. Description Amount 

I Jurisdictional Kwh Tax Rider Revenues $67,688.905 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 
Calculation of FICA Tax 

For the Twelve Months Ended February 29,2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s),: Staffs Schedule C-3.2 and Staffs Data Request 69 

Schedule C-3. lOd 
Page 1 of 1 

Line 
No. Description 

Jurisdictional 
Amount 

1 Annualized O&M Labor Expense (Staffs Schedule C-3.2) 

2 Percentage of OASDI Taxable Wages (Staffs Data Request 69) 

3 OASDI Taxable Wages (1x2) 

4 Effective Tax Rate 

5 Old Age, Survivors and Disability Insurance 
(OASDl)Portion of FICA Tax (3 x 4) 

6 Medicare Effective Tax Rate 

7 Medicare Expense Portion of FICA Tax (5 x 6) 

8 PICA Tax Expense (5 + 7) 

$65,047,960 

96.38''-o 

$62,693,224 

6.20';-D 

$3,886,980 

1.45% 

$56,361 

$3,943,341 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of Federal Unemployment Taxes 
For the Twelve Months Ended February 29, 2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: See Footnotes 

Schedule C-3.lOe 
Page 1 of 1 

Line 
No. Description 

Jurisdictional 
Amount 

1 Number of Employees (a) 

2 Federal Unemployment Tax Base (b) 

3 Total Taxable Wages (1x2) 

4 Federal Unemployment Tax Rate (c) 

5 Federal Unemployment Tax (3 x 4) 

6 O&M Percentage (d) 

7 Federal Unemployment Tax (5 x 6) 

8 Jurisdictional Allocation Factor (e) 

9 Jurisdictional Federal Unemployment Tax (7 x 8) 

10 Federal Unemployment Tax Allocated From FE Service Co. (f) 

11 Total Company Federal Unemployment Tax (9 + 10) 

992 

$7,000 

$6,944,000 

0.80% 

$55,552 

51.20% 

$28,443 

95.15% 

$27,064 

19,108 

$46,172 

(a) Derived From Applicant's Response to Staffs Data Request 51. Six-Month Average Ended August 2007 
(b) 2008 FUTA Earnings Base 
(c) Staffs Data Request 68 
(d) Applicant's Workpaper WPC-3.2o 
(e) Applicant's Workpaper WPC-3.2q 
(0 Staffs Schedule WPC-3.10e 

159 



The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of State Unemployment Taxes 
For the Twelve Months Ended February 29,2008 

Datii: 3 Months Acmal & 9 Months Estimated 
Reference No(s),: See Footnotes 

Schedule C-3.lOf 
1 of 1 

Line 
No- Description 

Jurisdictional 
Amount 

1 Number of Employees (a) 

2 State Unemployment Tax Base (b) 

3 Total Taxable Wages (1 x 2) 

4 State Unemployment Tax Rate (c) 

5 State Unemployment Tax (3 x 4) 

6 O&M Percentage (d) 

7 State Unemployment Tax Expense (5 x 6) 

8 Jurisdictional Allocation Factor (e) 

9 Jurisdictional State Unemployment Tax Expense (7 x 8) 

10 Slate Unemployment Tax Expense Allocated From FE Service Co. (0 

11 Total Company State Unemployment Tax Expense (9 + 10) 

992 

$9.(H)0 

$8,928,000 

0.60% 

$53,568 

51.20% 

$27,427 

95.15% 

$26,097 

18,425 

$44,522 

(a) Derived From Applicant's Response to Staffs Data Request 51. Six-Month Average Ended August 2007 
(b) 2008 FUTA Earnings Base 
(c) Staffs Data Request 68 
(d) Applicant's Workpaper C-3.2m 
(e) Applicant's Workpaper C3,2x 
(f) Staffs Schedule WPC-3.10f 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of PUCO & OCC Assessments 
For the Twelve Months Ended February 29,2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: Staffs Data Request 49 

Schedule C-3. lOg 
Page 1 of 1 

Line 
No, Description 

Jurisdictional 
Amount 

1 PUCO Maintenance Assessment 

2 Jurisdictional Allocation Factor 

3 Jurisdictional PUCO Assessment (1 x 2) 

4 OCC Funding Assessment 

5 Jurisdictional Allocation Factor 

6 Jurisdictional OCC Assessment (4 x 5) 

7 Total PUCO & OCC Assessments (3 + 6) 

$2,027,023 

100,0000% 

447,898 

97.7272% 

2,027.023 

437.718 

$2,464.741 
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The Cleveland Electric Illuminating Company 
Case No. 07-551-EL-AIR 

Calculation of Miscellaneous Taxes 
For the Twelve Months Ended February 29.2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s),: Applicant's Schedule WPB-7.1f 

Schedule C.3.1 Oh 
Page 1 of 1 

Lme 
No, Description 

Jurisdictional 
Amount 

1 Pennsylvania Capital Stock Tax 

2 Ohio Sales and Use Tax 

3 Motor Fuel Tax 

4 Federal Highway Use Tax 

5 Federal Excise Tax 

6 Total Miscellaneous Taxes (1 thru 5) 

$2,984,018 

41,62-i 

3,921 

3 

$3,029,574 
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ĉ  
bO 

1 
0 

1 
>̂  
a 
CO 

ro 
CO 
m 

[ I -

1 
2 
s 
3 

1fl 
QJ 

• 5 
C 4 - , 

0 

ao d 

1 
g 
0 

fc 0 

' - t . ^ 

"> 
e 
^ >> 

- 0 

8 

"S 

cO 

t n 

-^ 

UJ 

t-i 

u 
rS 
2 
CA 

t 
P 

4> 
CL 
X 

UJ 

w 0 

g 
0) 

1 
s 
• i ^ 
i3fl 
d 

'S 

0 
d 
0 

S i 

'S en 
*Q 

CM 
OS 
ooi 
CO 

"^ 

0 

0 
0 

CM 
OS 
00 

ro 

? 
&0 

Cfl 

u 
« 
(J l 
f^ , 
X 

UJ 

d 
2 
"S 
^ 
> 
0 

1 CO 
00 
uo 

u 
g 
u. 

en 
3 
d 

pê  
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The Cleveland Electfic llluminaling Company 
CaS6No.07-55I-EL-Am 

Adjusted lurisdictionai Income Taxes 
For Ihe Twelve Months Ended Fehniary 29,2008 

Dut^. J M^nllisAcrual& 9 Monlhs F.slimaled 
Riitoenti- No (sir Applicant's Schedules c;-3,2l, C.4,1 WPC.3.8d. WPC-4,1 r& WPC-*s-g, ind Staffs Schedule C-1 & C-3 

SctwdulBCM 
Psgelo fS 

Descrjplion 
Unadjusted 

(0 

At Cmrent Rat«s 

>C-3 
At̂ UBtments 

{2) 

Adjusted 

(31 

Proposed Rates 

Profonna 
Profonna 

CS) 

Operalinn Income Befoie Inco.ne Tax 

RiToticiling liems; 

Intr^sl F,«pensB (SiaiTs Sch. B-1, Rate Base » Weighted Coslof Debt) 

Tnx Accelerated D-preciaiion 

Bmik Dcprecialinn 

RXCCS5 oriax Ovef Book Ocpr. 

Ofhct Beciincilm^ lltlns 
(Specify & Lisl): 

Ahovc Market Lgaiies 
Accretion Expense 
Acciucd Vacation 
AFUDC -DeducliDns 
Ai; Other Amoniv^lions A/C 407.3 (IncI FAS 109) 
Ft,id Debts - Provision 
HM Uase Paymen. 
Contribution m Airf & Cusloma Ativances 
Ciisi nr Bemnval 
CTC Regulator,' Asset Amottizaiion 
DftommissitJOiiig Inisl Ineome 
nefcrrc^d Compwisation 
Deferred Gain on Sale 
IX-mand Side Man agemeni 
DOE Ik Dccotilaminaiion 
Dump site Cleanup 
F_DCP Inicresi 
F-HL-r̂ y Management Program 
RSOP Compensation Expense 
Rxpense Accnials - FAS 112 
FrtS I (Its Post Reiiremcm Benefits 
TrtSB IQI Afljustmcnt (Nciicij) 
tiam'Loss . F.arly Redemption of Debt 
InceniivuCoTTiptnMlion 
Injuries &. Damages 
Lite Kind Exchange - Scrap Sale 
Line Protsci;™ - Deferred revenue 
MACRS'ACRS Rei„e<| property 
MlSOTranstn Deferral 
Municipal Disitihminn TaiDefeiral 
Ohio Line Ext Deferred Cap Costs 
Pensions 

Performance Shares 
Post Bet Ben Capitali/.ed 
Post Ret. Deferral 
Post Bel Benefil Payment 
I'loperrty tax Vaii^nce 
PUCO Dcfertal - f,: Case 
RCP • Fuel Deferral 
HC:t'-OMDerm41 
Beslricled Stock Units 
.S;L Expenses - Brace Mansfield 
S/L Amon Bond Aequisirion 
Shoppmg Credit Incentive Deferral 
Siotk Option titariiE 
Kiock Option Exercise Deduction 
TBM Interest Capii^li^ed 
TflJi Law Changes SB 1 Deferral 
Meal Allowance K-ermanent) 
Medicare Piesc. Dniji Sidsidy (Peimanenl) 
Manufaeiurmg Deduction (Permanentl 
Lejiisl.Kivc Acliviic, (PcrTnaneni) 

Irial Ulher Reconciling Items 

Toial Reconciling Items 

Taxable Income 

li5.273.75g 

172,239 

29,569 

IQ,362,4S6 
(H,?.S'.',.!iH?,> 

0 
872.176 

t2,5l9.4l£>l 

8 J 0 , « J 

1.053.262 

1.557.3S2 

197,906 

l.2Tn,2''2 

! 186,0471 

fl9U.<J92j 

f57,2l9 l 

0 
(l,4?l.d8H) 

(»02,lc2> 
1,918,(77 

14.959 
0;s.714) 
1,488,084 

(i .an.i45) 
874,838 
(.!:;,2i4) 

(-i.5,2:i^,::'Hii 

(ft4.(ii9,TI7) 
68,992 

0 
3,219 

2.1(20,329 
tS91.06il 
317.425 

1303,4!; 7S 

S46,2aO,263 

[SIM..illl,54l) 

14,002.910 

(10,1 ('7,924) 

f : .2 ' J \ 'M3) 

( i ; .4f . | ,53' .> 

(2'i5,?Kf;) 

48,823,944 

72,310,603 

(.i6.11(«,S(.l) 

(I2,lil3,3';4, 

172.239 
29,569 

10.362,456 

lK,25V,^K21 

872.176 
0 

5,672 
n 

(5fi,S69,P61, 

175.795,5201 

(12,313.-374) 

1.122,9811 

0 

172,2)9 

29,369 

0 

10,362.456 

0 
872,176 

i;s.on«.M2 

iSI7.SIl|,6SU) 

0 

tiai,!s.s:;) 

i2,-';i9.-nir. 

8JU,(>2t 

1,053,262 

2,811,059 

197,906 

1.270,282 

iW. ' '^") 
I"190,W2> 

t 5 7 . ; M i 

(•^763,^4^) 

0 

11,473 .IKS) 

751 , m 

J.PJ*,I77 

14.939 

078.714) 

1.488,084 

( ; . 2 n . i 4 s i 

B74,S38 

(i'JS.tXKD 

0 

2,766,188 

68,992 

0 

0 

0 

3,219 

(25y,t i?n 

2,020,329 

1,696,005 

317,425 

(31)3.4971 

0 

IU,K26 

12.749,667 

<?''?,'>}.i.^uK) 

a 

<li«,SK2j 

l2.Sl ' i . .Ht) l 

8 3 0 ^ 1 

1,053,262 

2,811,059 

197.906 

IJ70,282 

( l ! l6, l f !7 ' , 

I f » l , l l ' l 2 j 

(57,2 i'l> 

l2,7ft.i,S4Si 

0 

Il,471,4H>ii 

751,358 

J,9J8,I77 

14,959 

| 3 7 K , ; U l 

1,488,084 

(1,211,H.S> 

S74.S3B 

laUB.fKlfrJ 

0 

2,766.388 

68,992 

a 

a 

0 

3 J I 9 

1269.031) 

2.020.329 

1,696,005 

317.425 

£Jlli.-197) 

0 

IM,626 

0 12.749,567 

n i3is,'i.V),^i^jt) 

$18,161,260 1107,772.811 JI25,934,07t 
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The Clevdand Electiic lllumiiisbng Campany 
CaseNo.07-S51-EL-Am 

Adjusted Jufisdtctional tncomc Taxes 
For the Twelve Manllu Ended February 29,2WB 

DM3 i MnnihsAciualA 9 Momhs Eslimaled 

RdeiVPicc Mo.ls).:,\pplicani's Schedules C-3.21, C-4.1, WPC-3.8d, WPC-4.lf a WPC-4a-j 
Schedule C-4 

Pago 2 of 5 

Schedule C-3 
Unadjusted Adju 

( ') (2) 
Adjusted 

(3) 

At Proposed Rales 

Profflmna 
AdjusimenU Proforma 

(4) (!) 

Operating |n,;ome Before r.l.T. 
ami Slaie 4 Local lni;ome Tax 

; Recenciliiiaiiems: 

Federal TSNabk Income before State 
1 Si Local Income Tax to page 3 

5200.605,369 fS!-t5,SI0,S'111 t55,094,S28 Sl07,772,gli 

(154.325,107) 128.008.852 <,?4.-/!?.5SSi 0 

tn.SOI.f*)) 18.161.260 107.772,811 

(J6,9J.3„Vrf; 

125.934,071 

•1 "liioStatexaxable Income 

; Toial Ohio Ciinen Income Tax Expense 

46,280,263 

3.04777% fSl,4ir>_,SI6) 

(17,301,6S9) 18,161.260 107.772.811 125.934,071 

$1,117,268 1.61469% (S293,i4S) (£1.710.1^7) (S2,a?3.*4Sl 

f. Municipal Taxable Income 

7 Current Municipal Income Tax 

S46J80>3 (SZB.ll?,l»2) SI8.I6I,260 Sl(n.772,811 1125.934,071 

1-141H t5:i2ii.(15!i} t328.901 1.09660H (tlW.156) i'iil,I>tl,8J7) (S1.3«l.99''i 

S f'A Ta«abl; Income 

1 Ciirrem P^ stale Income Tan 

146,280,262 

0 ;33%^^_il^tli;f^74)_ 

[S2«.ll9,li'l2^ $18,161,260 1107,772,811 $125,934,071 

$177,479 0.38100% l$69.;94-, fS'1|f>,l-M) (^47').Bn9) 

Tfilal Stal,j and Local Income Tax Expense |S3iil,.-^99j {S:..W2.64Ki 1$.).^^ ,:;.i7) 
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The Cleveland Electric Illuminating Cornpany 
CaseNo.07-55l-EL-AlK 

Adjusted Jurisdictional Income TBXBS 
For the Twelve Months Ended Fehruaiy 29, 2008 

Data. ,1 Month* Actuals 9 Months Estimated 
fiv-fi.f,.'riH- .Vi> lit.: AppficanCi Schedules C-3,2(, C-4,I, Hi'PC-3.M, V.'K-4.!f& lVPC-4a-g 

Schedlllal^4 
Page 3 at 5 

Federal Taxable Income before State 
H Local Income Ta\ deductions 

Stale and Local Income Tax DeductiWe 

F'ederal Taxable Inciime 

Ftderal Income Tax Liablliiy @i 3 ;% 

Kedcral ITC 

Fefl..'rfil Income Taxes • Current 

D.'IWied Income Taxes: 

Unadjusted 

(0 

$46,280,263 

i : . i t l5 ,24t i i 

44,095,015 

n! ,433. :531 

800,276 

f:>:4.6.t2,979i 

At C u n m l Rates 

SefaeiIuleC-3 

Adjustments 

(SI7,S01,6W 

1.623,649 

(15.!l7li(>4n 

9.273.374 

62,450 

$9.335824 

Adjusted 

(3) 

$18,161,260 

{561^991 

17,599.661 

[ i . . i?9.a«i) 

862,726 

^$3,297,15^; 

AtPlOpOBBd 

Proforai* 

Adjustments 

(4) 

$107,772,811 

I3.?32,MK. 

104,440,163 

(36,3S4.05S) 

. 
(S3<.,S54.U5«) 

Rales 

Profonna 

$125,934,071 

( i ,S94.2*7i 

122,039,825 

(42,713.9.V'1 

862.726 

fM1 .8S i ,2 i3 i 

T.1X Acceleralcd Dcprcciaiian 

Rnnk DcTirccialion 

Excess of Tax Over Ftiiok Depi. 

Other Dcfeired Income T*i 

Above Market Leases 

Accretion Expense 
Aecrued Vacation 
AFUDC-Deductions 
All Other AmoniMtion? A/C 407.3 (IncI FAS 109) 
Bad Debts - Provision 
BM Lease Payment 
Conlribuiion in Aid & Customer Advances 
Cost of Removal 
CTC Regulatory Asset Amortization 
DecornmisBioning Trust Income 
Deferred Compensaliun 
Deferred Gair on Sale 
Demand Side Managemenl 
DOE [SDec/'niamlnaiian 
Dumpsite Cleanup 
HDCP Interest 
F,nergy Management Prngram 
F.SOP Compensation Expense 
Empensi; Accruals-FA^j 112 

FAS 106 Post Reliremcni Benefits 
FASB UI9 Adjustment (Neucrt) 
LJJin/Loss - Early RedemptionofDebi 
Incentive Compenatioii 
1niurlc.4 & Damages 
Like Kind Bwhange • Scrap Sale 
Line Proleclion - Defcn^d revenue 
MACRS/ACRS Reiired Property 
MlSCTransm Deferral 
Municipal Distribution Tan Deferral 
Oliio Line FM Defened Cap Costs 
Pens mm 
I'erfnrmanee Shares 
POSIRLM Ben Capitalized 
Post Ret Deferral 
Post Rel Benefit Payment 
Properrly tas Vanancc 
PUCO Deferral -1)7 Case 
RCP - Fuel Deferral 
RCP-OM Deferral 
Restricted Stock Units 
S/L Enpenses - Bruce Mansfield 
Si'L Amon Bond Acquisilinn 
SSoppmg Credit Incentive Deferral 
Slock Option Grants 
Slock Option F.nercisc Deduction 
Tax Interest Capitalized 
Tux Uw Changes SB 3 Deferral 

Total Federal Income Tax Deferred 

Tulal Federal Income Tax 

34.4141% £SJ.2,5K4,-i5!<:, 

34.4141% 22,463,376 

34.4141% 

0 

0 

386,464 

0 

59,275 

10,176 

0 

3,566,146 

|2,M1,773) 

0 

0 

0 

357 

0 

85 

15 

0 

5,140 

(4,096) 

0 

(27.752) 

0 

fl 

0 

[36,094) 

iK(i7.o'.r) 

285.851 

362,471 

535,9-19 

68,108 

437,156 

l'.>4,036| 

.•6.'',4IS> 

(1'1.69 I t 

( Q ; ! , ! ^ ? ! 

0 

{501 M^i 
C 76,057) 

660,(24 

S,I4B 

(131,331) 

512,111 

,4 !h , i {M l 

301,068 

(n.(18h) 

iU.S76.954) 

p2,245.177) 

23,743 

0 

0 

a 
1.108 

[92.5S5i 

695.278 

(3W,6SI) 

t33.646.43li 

(:7S.40a( 

(550,5,^4,ii1H| 

29,707 

0 

0 

0 

f52) 

fL: :5 i ) i 

412 

522 

432.846 

98 

630 

(921 

f94t 

(2Hj 

(1.3711 

0 

(7311 

335,002 

951 

7 

(IBSl 

738 

( « ' U 

434 

(91,616) 

14.876,954 

23.198,576 

34 

0 

0 

0 

2 

r i ) 3 i 

1,002 

891,157 

3SJ80.171 

(21.919) 

$44,894,075 

f:ii3.53 .̂79 5) 34.4637% (I2(i,121,?rin 

l?-Slt.i>Kn 34.4637% 21,705,289 

t4,2«4.SK]l (<l,41!t,™.r, 

34 4637% 

S9J60 
10.191 

0 

3.571.286 
(2.845,8681 

0 
0 

300,58.1 
0 

1,955 
0 
0 
0 

• (iii.MO 

286.263 
362,993 
968,795 
68,206 

437,786 
U'1.II9) 
1-65.5131 

l 9 ; 2,524) 

1,507.̂ 1 (5) 
258.946 
661.075 

5.155 
I ] 30.5191 
512.849 

(41 .̂4(151 
3G1.S01 

(102,7(121 
0 

953,400 
23,777 

iS2n,121.2:;ii 

21,705,289 

387.021 

59,360 

10,191 

3,571.286 
(2,B4S,«ftK) 

300,584 

0 
(36,1461 

(8<Ji,:!s:;) 
286,263 
362,993 
968,795 

68,206 
437.786 
lM,!19) 
(« ,5H1 
lia,V2'>i 

I9.«2.S:JI 

0 

(50;,K!M 

' 258,946 

661.075 

5.155 

(130,il'll 

512.849 

C-ii7.4t«l 

301,501 

002.70:?) 
0 

953.400 
23.777 

1.109 

(<)2,'.'1X) 

696,280 

584,506 

( | A . : 6 0 , 

(297.327) 

(S5.6!'rt,742) 

0 

0 

lS36,5.>t.O?K) ($4, 

1,1119 

(92,7 !H) 

696,280 

584,506 

tM,260) 

(297,3271 

:,2l4,Ri)n) 
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The Clevdand Electiic I t luminuing C a o ^ n y 

CaaeMt>.07-55l-EL-A(R 

Adjusted Jumdictianal income Tixes 

For l l ie Twelve Months Ended February 29,2008 

Dm a, 3 Months Actual & 9 Months Estimated 

Rv-feiencc >Jo (s),. Applicant's Schedules C-3.21. C-4.1 WPC-3,Sd.WPC-4.1f&WPC-t»-g 

Schadti le C-A 

Page 4 of 5 

At CurrraU Rates A l Prpposed Rales 

Description (1> 

Schedule C-3 

Atliustinenis 

(2) 

Adjitsied 

(3) 

Probnna 

A<|jus(men(a 

(4) 

Piofotma 
(5) 

Municipal Deferred Taxes 

Tax Accelerated Depreciation 

Book Dcprecialion 

Exceis of Tax Over Book Depr. 

Other Municipal DofcitedTa); 

AlH)ve Market Leases 

Accretion Expense 

Accrued Vacation 

AFUDC - Deductions 

A l l Olher Amortizations A/C 407,3 (Incl FAS 109) 

B.iQ Debts - Provision 

B M Lease Payment 

Contribution in A id & Customer Advances 

Cost oFBemcval 

CTC RegulBtory Asset Amorl i ia l ion 

Decommisiiioning Trust Income 

Dcrerrcd Compensation 

Deferred Gam on Sale 

Demand Side Management 

DOF & Decontamination 

Dumpsite Cleanup 

F.DCPInleresI 

Energy ManaBcnicnt Program 

I'SOP Compensation Expense 

Expense Accruals - FAS 112 

FAS 106 Post Retirement BeneHis 

FASB 109 Adjustment (Netted) 

Gain/Loss - F ^ y Redemptitm o f Debt 

Inceniive CompcnsaEion 

Injuries & Damages 

Like Kmd Exchange • Scrap Sale 

Line Protection - Deferred revenue 

MACRS/ACRS Retired Properly 

M ISC Transm Deferral 

Municipal Distribution Tax Deferral 

Ohio Line ExI Deferred Cap Costs 

Pensions 

Performance Shares 

Post Ret Ben Capita I izcd 

Post Ret, Deferral 

Post Ret Benef i Payment 

Properrty tax Variance 

PUCO Defer ra l . 07 Case 

K C f - Fuel Defcnat 

R C P - O M D e l e t r a l 

Restricted Stock Units 

S/L F.xpcnscs - Bruce Mansfield 

S/L Amort Bond Acquisition 

Shopping Credit Incentive Dcicrral 

Sioek Option Grants 

Slock Option Escrcisc Deduction 

r.n lnleicslCapitali! i ;d 

Tax Lavi- Chanjies SB i Deferral 

Toial Municipal Deferred Tales 

Mi in ie ipul ITC 

Ti^l.i, Municipal Current & Deferred Income Tax 

1.141% (S748,78S) 

1-141% 744,774 

,'3.070; 
23,052 

j i l t . 16?) 

(IJK1.S51!) 

: ' U 3 i ) 

(W2,364) 1,0966% 

(54.133) 1.0966% 

0 

12.813 

0 
1,965 

337 
0 

118,236 

lW.210) 

0 
0 

9.952 

0 
(72f!j 

0 
[4991 

0 
[761 

(!') 
0 

(4,601) 

3,666 

0 
0 

j,lK71 

0 

982 

(l.lt?) 

(28.746) 

9,477 

12,018 

17,769 

2,258 

14,494 

(2.123) 

i2,t69i 

(6'̂ 3) 

0].r^bi 
0 

(J^,KUi 

(9,153) 

21.886 

171 
(1.321) 

16,979 

(H.B19J 

9,982 

G68) 

(493,24f.) 

(737.539) 

787 
0 

47 
1.119 

(36')1 

(4«tj 

13,057 

m 
(5641 

83 
84 
25 

1,227 

0 

654 
17,392 

(8521 

17) 
168 

(t^l) 

538 
• l3)!S) 

Q.m) 
493,246 

767,875 

f31) 

0 

119 

(̂=971 

28.765 

179,750 

(S831.152) 

690,640 

324 

fl 

113.635 

190,553! 

0 

0 

9,564 

0 

62 

0 

(1,1.101 

(27,.,2a> 

9,109 

11,550 

30,826 

2.170 

13,930 

(:,f'4tJj 

I:J.IIS51 

\OJTi 

oium 
0 

("lft,158l 

«.239 

21.035 
164 

(4.153) 

16,318 

11.I.2S1) 

9.593 

(3,26«) 

0 

30,336 
757 

0 

35 

l2,9Sn) 

22,155 

18,598 

(2.1 OS) 

I y,4[, I j 

(s^.ll^?;:<) 

[SW 1,152) 

690,640 

0 

0 

12,315 

0 
1,889 

324 
0 

113,635 

tW.?531 

ll .I .W 
L27,n2S) 

9.109 

11,550 

30,826 
2,170 

13.930 

(2,nafi) 

(2,1>N5I 
I P : 7 ) 

t303 f t8 l 

0 

Il6,!,?tf) 
8,239 

21.035 

I t U 

(4.153) 
16.318 

113.281) 

9.593 

(3,2681 

0 

30.336 

757 
0 

35 
12.950 J 

22,155 

ia.59S 

i : , ! i « i 

19,461, 
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The Cleveland Electric niumiiuii ing Company 

C«seMo.07.55l-EL-AIR 
Adjusted Jimsdicikinal Income Taxes 

Far ihe Twelve Months Ended Febnury 29,2008 

Data, 3 Monih.'s Actual & 9 Months Eslimaled 

Reference Mo (sL: Applicant's Schedules C - 3 . : i , C-4 I , WPC-3,Bd, W P C - 4 , l f & WPC-4a-i 

Si:tiedu1e C-4 

Pago 5 of 6 

Descripticin 

Unadjusted 

(1) 

At Current Rates 

Schedule C-3 

(2) 

Adjusted 

(3) 

A l Proposed Rales 

Proforma 

Adjustments 

(4) 

Proforma 

(S) 

PA DefcTied Tax 

TuK Accelerated Depreciation 

Hook Depreciation 

Hxce isofTas Over Book Depr. 

0.533% (S34!!.7)i4) 

0.533% 347,909 

(1.875) 

0 

S6),0I1 a3810% 

1107.95^) 0.3810%_ 

(46,944) 

(S:Bk,773, 

239,954 

lS288,77,i) 

a39_,954 

Other PA Dcrerred T a \ 

Above Market Leases 

Accretion Expense 

Accrued Vacation 

AFUDC-Deduct ions 

Al lOlhorAmcrt i^at iuns A/C407.3 (IncI FAS 109) 

Bnrf Dehts - Provision 

B M Lease Payment 

Contribution in A id & Customer Advances 

('i)S[ (if Removal 

CTC Regulatory Asset AmortJiialion 

Decommissioning Trust Income 

Deferred Compensation 

Deferred Gain on Sale 

Demand Side Management 

DOF &. Decontamination 

Dumpsite Cleanup 

KDCP Interest 

F.nergy Management Prngram 

F.SOP Compensation Expense 

K\pcnsc Accruals - FAS 112 

FAS 106 Post Retirement Benefits 

FASR 109 Adjustmeni CNeiled) 

Ciin-Loss - Early Redemption o f D d « 

Inceniive Compensation 

ln iu i ies& Damages 

Like Kind Exchange - Scrap Sale 

Line Protection - Deferred revenue 

MACRS'ACRS Retired Pre^icrty 

MISC Transm Deferral 

Municipal Dislr ibul ionTax Deferral 

i.lliio Line Ext Deferred Cap Cosis 

Pensions 

Pcifoinianee Shares 

Post Ret Ben Capitalized 

Post Hei. Deferral 

Post Ret Benefit Payment 

Properrty lax Variance 

PUCO Duferral • 07 Case 

RCP - Fuel Deferral 

RCP - OM Deferral 

Reslricied Slock Units 

S. L Fupcnses • Br jcc Manslield 

S/L Amort Bond Acquisition 

.Vdoppmg Credil fncentive Deferral 

Stock Option Grants 

Slock Option Exercise Deduction 

Tax Inlerest Capitalized 

Tax Law Changes SB 3 Deferral 

Total PA State Deferred 

PA ITC 

Total PA Current and Defcned Income Tax 

1.3810% 

4J79 
0 

0 

4,279 

918 

158 

0 

55,232 

(M.li\}) 
0 

0 

4.649 

0 

(430) 

0 

0 

0 

155") 

r 13,42s. 

4,427 

5.614 

8.301 

1.055 
6,771 

(•1921 

((,<'(?) 

(305 i 

(14,731) 

0 

(7,S54) 

i4.276i 

10,224 

80 

(::,('i9) 

7,931 

('1,4551 

4,663 

t l 7 2 ) 

(230.4121 

(3; ' i ,53!» 

368 

0 

0 

ft 

17 

(!,4341 

10.768 

(4,7491 

(552.086.1 

(4.2651 

(SRn.3,l)>5l 

l26?.) 

(4,51 

0 

( H , 7 5 ( j 

12,552 

0 

0 

f 1,3:6) 

0 

451 

0 

n 
0 

159 

3.830 

n,:!63) 

(1.6011 

2.409 

1.3011 

(1,93!) 

283 

289 

87 

4.201 

0 

2,240 

7.138 

(2,916) 

(231 

576 

(2,2li2i 

1,841 

( l ,330t 

,964^ 

230,412 

355,070 

(10?) 
0 

0 

0 

(?) 
409 

n . i i ? i ) 

11,211 

551,354 

978 

1729,812 

656 

113 

0 

39,4S] 

(31,461) 

0 

0 

3,323 

0 

22 

0 

0 

0 

r4(«>) 

('),59'tl 

3,165 

4,013 

10,710 

754 

4.840 

(709) 

IV?4) 

C^lKt 

(10.530) 

0 

(<.bl4) 

2,863 

7.308 

57 

!]..*.1t) 

5,670 

(4.6141 

3.333 

(1,135) 

fl 

10,540 

263 

0 

0 

0 

12 

(1.(125') 

7,697 

6.462 

(733) 

!3 , :S7l 

656 

113 

ft 

39,481 

(31.461) 

0 

0 

3,323 

0 

22 

fl 

fl 

fl 
1411(1) 

(9.599) 

3.165 

4,013 

10,710 

754 

4,840 

(7(191 

t7J4) 

(2181 

(l!l,53(>> 

0 

(5,614) 

2,863 

7,308 

57 

(1.4.1,:-) 

5.670 

14,614) 

3.313 

11,135) 

0 

10,540 

263 

0 

0 

0 

12 

(1.025) 

7.697 

6,462 

0 a33i 

0 C-3.2S7) 

(£73,214) (S410,614) (1:483.8281 
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Rate of Return Summary 
First Energy Corporation (Consolidated) 

Capital Structure as of May 3K 2007 

Schedule D-1 

Amount 
%of 
Total 

% 

Cost 
Weighted 
Cost % 

Long Term Debt 

Preferred Stock 

$10,920,839,629 56.25% 

0.00% 

6.22% 

0.00% 

3.50% 

0.00% 

Common Equity 

Total Capital 

8,493,079,313 43.75% 10.06% -11.09% 4.40% -4.85% 

$19,413,918,942 iOO.00% 7.90% -8.35% 
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Schedule D-1.1 

Equity Issuance Cost Adjustment 
First Energy Corporation (Consolidated) 

May 31,2007 

(1) Retained Earnings 

(2) Total Common Equity 

(3)Ratioof(l)to(2) 

(4) Generic Issuance Cost, f 

(5) External Equity Ratio, w [ 1.0 - (3)] 

(6) Net Adjustment Factor, (w/(l - f)) + (1 - w) 

(7) Low End Equity Cost [9.84% x (6)] 

(8) High End Equity Cost [10.84% x (6)] 

$3,134,658,315 

$8,493,079,313 

0.68833 

3.50% 

0.63092 

1.02288 

10.06% 

11.09% 

Sources: 
1 First Energy Corporation Consolidated Balance Sheet as of May 31, 2007 
2 Applicant's Schedule D-1 A 
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Schedule D-1.3 
Page 1 of 2 

CAPM Cost of Equity Estimate 

Date Close 10YrYldf%) Close 30Yr Yid (%1 

09/18/06 
09/25/06 
10/02/06 
10/09/06 
10/16/06 
10/23/06 
10/30/06 
11/06/06 
11/13/06 
11/20/06 
11/27/06 
12/04/06 
12/11/06 
12/18/06 
12/25/06 
01/01/07 
01/08/07 
01/15/07 
01/22/07 
01/29/07 
02/05/07 
02/12/07 
02/19/07 
02/26/07 
03/05/07 
03/12/07 
03/19/07 
03/26/07 
04/02/07 
04/09/07 
04/16/07 
04/23/07 

4.6000 
4.6300 
4.7000 
4.8100 
4.7800 
4.6800 
4.7200 
4.5900 
4.6100 
4.5500 
4.4300 
4.5500 
4.6000 
4.6200 
4.7100 
4.6500 
4.7700 
4.7700 
4.8800 
4.8300 
4.7800 
4.6900 
4.6800 
4.5100 
4.5900 
4.5500 
4.6100 
4.6500 
4.6700 
4.7600 
4.670b 
4.7000 

4.7400 
4.7700 
4.8400 
4.9400 
4.9000 
4.8000 
4.8100 
4.6900 
4.6900 
4.6300 
4.5400 
4.6600 
4.7200 
4.7600 
4.8200 
4.7400 
4.8600 
4.8600 
4.9800 
4.9300 
4.8600 
4.7900 
4.7800 
4.6500 
4.7200 
4.7000 
4.8000 
4.8500 
4.8700 
4.9300 
4.8400 
4.8900 
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Schedule D-1.3 
Page 2 of 2 

1 

Date 

04/30/07 
05/07/07 
05/14/07 
05/21/07 
05/28/07 
06/04/07 
06/11/07 
06/18/07 
06/25/07 
07/02/07 
07/09/07 
07/16/07 
07/23/07 
07/30/07 
08/06/07 
08/13/07 
08/20/07 
08/27/07 
09/03/07 
09/10/07 

Averages: 

Last 13 weeks 

Last 26 weeks 

Last 39 weeks 

Last 52 weeks 

CAPM Cost of Equity Estimate 
(Continued) 

Close lOYr Yld (%) Close 30Yr Yld (%) 

4.6400 
4.6700 
4.8000 
4.8600 
4.9600 
5.1200 
5.1700 
5.1400 
5.0300 
5.2000 
5.1100 
4.9600 
4.7900 
4.7000 
4.7800 
4.6700 
4.6300 
4.5400 
4.3700 
4.3200 

4.7877 
4.7892 
4.7577 
4.7269 

4.7654 

4.8498 

4.8000 
4.8500 
4.9600 
5.0100 
5.0600 
5.2200 
5.2600 
5.2600 
5.1300 
5.2800 
5.1900 
5.0600 
4.9500 
4.8700 
5.0100 
5.0000 
4.9000 
4.8300 
4.6900 
4.6400 

4.9854 
4.9673 
4.9128 
4.8717 

4.9343 

10.3890 

CAPM - risk free return + p( large company total return - risk Iree return) 
-4 .92%+ .7625(6.6%) 

Source: Yahoo.com 
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Schedule D-1.4 
Page I of3 

Growth in U.S. Gross National Product, 1929 to 2005 

Year 

1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 

GNP Change Growth% 
(Sbillion) (Sbillion) 

104.4 
91.90 
77.00 
59.10 
56.70 
66.30 
73.60 
84.00 
92.20 
86.50 
92.50 

101.70 
127.20 
162.30 
198.90 
220.10 
223.40 
222.90 
245.30 
270.60 
268.60 
295.20 
341,20 
360,30 
381.30 
382.50 
417,20 
440.30 
464.10 
469.80 

-12.70 
-14.60 
-17.80 
-2.40 
9.50 
7.10 

10.30 
7.90 

-5.70 
6.60 
9.10 

25.10 
33.50 
33.70 
18.70 
2.00 

-1.00 
22.80 
26.40 
-1.20 
27.90 
45.10 
18.20 
20.00 

0.90 
33.40 
22.30 
22.80 
5.80 

-12.32% 
-16.15% 
-23.48% 
-4.14% 
17.09% 
10.91% 
14.27% 
9.58% 

-6.31% 
7.79% 
9.97% 

25.00% 
26.69% 
21.19% 
9.70% 
0.95% 

-0.47% 
10.73% 
11.22% 
-0.46% 
10.71% 
15.64% 
5.46% 
5.69% 
0.24% 
8.97% 
5.49% 
5.32% 
1.29% 
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Growth in U.S. Gross National Product, 1929 to 2005 

Year 

1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

GNP Change Growth% 
(Sbillion) (Sbillion) 

509.30 
529.50 
548.20 
589.70 
622.20 
668.50 
724.40 
792.90 
838.00 
916.10 
990.70 

1,044.90 
1,134.70 
1,246.80 
1,395.30 
1,515.50 
1,651.30 
1,842.10 
2,051.20 
2,316.30 
2,595.30 
2,823.70 
3,161.40 
3,291.50 
3,573.80 
3,969.50 
4,246.80 
4,480.60 
4,757.40 
5,127.40 

53.50 
20.30 
18.70 
41.40 
32.50 
46.20 
56.10 
69.00 
45.00 
78.10 
73.90 
54.60 
90.10 

112.90 
149.10 
118.50 
131.70 
192.60 
211.10 
265.90 
281.30 
231.50 
335.30 
129.60 
276.10 
396.30 
270.30 
229.90 
287.90 
370.60 

11.71% 
3.98% 
3.52% 
7.54% 
5.50% 
7.41% 
8.38% 
9.51% 
5.66% 
9.30% 
8.05% 
5.51% 
8.61% 
9.94% 

11.94% 
8.48% 
8.68% 

11.68% 
11.47% 
12.96% 
12.14% 
8.91% 

11.84% 
4.09% 
8.38% 

11.10% 
6.81% 
5.42% 
6.44% 
7.79% 
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Growth in U.S. Gross National Product, 1929 to 2005 

Year GNP Change Growth% 
(Sbillion) (Sbillion) 

1989 5,510.60 382.60 7.46% 
1990 5,837.90 322.80 5.86% 
1991 6,026.30 178.70 3.06% 
1992 6,367.40 331.40 5.51% 
1993 6,689.30 324.40 5.11% 
1994 7,098.40 404.40 6.07% 
1995 7,433.40 349.80 4.95% 
1996 7,851.90 410.30 5.53% 
1997 8,337.30 473.80 6.05% 
1998 8,768.30 445.00 5.36% 
1999 9,302.20 486.20 5.56% 
2000 9,855.90 553.70 5.95% 
2001 10,171.60 315.70 3.20% 
2002 10,514.10 342.50 3.37% 
2003 11,059.20 545.10 5.18% 
2004 11,778.90 719.70 6.51% 
2005 12,520.80 ; 741.90 6.30% 

Average 6.77% 

Sources: ( 1 ) National Income and Product Accoxmts (NIPA) from the U. S. Bureau of 
Economic Analysis and Econostats; BEA Data; NIPA Index; Section 1. Domestic Product 
and Income Table 1.7,5 Relation of Gross Domestic Product, Gross National Product, Ne 
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